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The City’s Indian 


Summer 


in Bank Rate as a purely technical matter. Technical justifi- 

cations for it, indeed, are not lacking ; they are analysed on 
later pages. The Bank Rate of 4 per cent has been something of a 
symbol for some time ; it has not been playing its true and traditional 
role of the price at which the “lender of last resort” will provide 
money ; and the resulting slight dislocation of the structure of money 
rates has had its inconveniences. Apart from this it is an undeniable 
fact that a certain strengthening in the gilt-edged market at this time 
would be convenient to the Treasury and to the Iron and Steel Holding 
and Realisation Agency—it would be as silly to deny this obvious fact 
as to assert that it provided the main motive for the change. 


It may very well. be that market considerations of this kind 
were all that lay behind last Thursday’s decision. But the 
City and public opinion at large have read much more into it. They 
have seen it as a deliberate expression of judgment on the economic 
outlook as a whole. There is no other way of interpreting the sharp 
reaction of markets. For what is actually changed is very little. 
Those who borrow money from the Bank of England on commercial 
bills can now do so at half of one per cent cheaper. But the market 
is not very often “in the Bank,” and when it is, it tends nowadays 
to offer Treasury bills as security, on which the rate has not been 
altered. The base of the credit structure has not by this action been 
perceptibly cheapened or broadened. If, then, markets have risen all 
round it must have been because everybody thought the Bank was 
showing the green light. Perhaps the extent of this reaction has taken 
the Bank by surprise. But there is at least this negative justification 
for it—that it is difficult to imagine even the most purely technical 
reduction in Bank Rate being undertaken if the authorities, either in 
Threadneedle Street or in Great George Street, had been acutely 
apprehensive about conditions at home or abroad. The command 
was certainly, at the best, no more than “ stand at ease,” and nobody 
should confuse it with the old naval signal “all hands to dance and 
skylark.” But it cannot by any means be twisted into a warning or 
an alarm. 


To be told for once, in the late summer when crises usually blow 
up, that things are not too bad is very pleasant. There is no call 
for any blue-nosed warnings against the dangers of complacency. A 
touch of pride—just a touch—may not be out of place, since there 
is no doubt that the British national economy is in better balance today 
than for a long time past. To talk of “ balance ” does not mean that 
any of its long-term problems are significantly nearer solution. It 
means only that there is a fair equilibrium between inflation and 
deflation at home and between credit and debit in external transactions. 
But that is something, and it is right to take a little pleasure in it. 


There is, however, another reason for looking slightly askance at 
anything that is taken as a green light. If satisfaction is less of a danger 


Zz HE Bank of England strove hard to present last week’s change 
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than at many other times, any relaxation of attention 
would be peculiarly dangerous at this moment. For if 
the economic situation is not unsatisfactory, it is also 
precarious.” So many predictions have been made about 
the impending end of the long postwar boom, and- have 
so consistently been wrong, that even the most con- 
genital pessimists have learned caution. But if one 
thing is certain it is that the tide will turn one day, 
and that it will do so without notice. And though there 
is no convincing evidence that it will turn between now 
and Christmas, there is even less reason to believe that 
it could not do so. 


The centre of the riddle lies, as usual, in the United 
States. There has been quite a perceptible change in 
sentiment there in the past month, in which the 
behaviour of Wall Street has played its familiar role 
both as effect and as cause. The sharp fall in the 
market was caused by an excess of selling orders over 
buying—that is, by a net balance of scepticism about 
industrial prospects—and, in its turn, it will deepen 
the scepticism and put a brake on all those many capital 
expenditures that are justified only on the assumption 
of continuing high industrial activity. There are, of 
course, other factors at work in the American economy, 
some of them bullish. But almost overnight it has 
become the majority view that there will be “an 
adjustment ” in the next few months. 


Even the majority view does not make it so. The 
inarticulate and anonymous pressures that determine 
the shape of the national economy can prove even the 
best opinion wrong. Outside Wall Street, there are 
very few positive danger signals flying in America. 
There are, of course, weaknesses, such as the declining 
trend of farm incomes, but they are no stronger than 
many others that have been smoothed away before now 
by the groundswell of expansion, and several of them, 
such as the very high level of consumer indebtedness, 
are dangerous more because they would intensify a 


Suaviter 


M& DULLES and Mr Lodge have been trying in 
the last few days to remove the impression that 
American policy is rigid and intrarisigent. This is what 
America’s friends have been asking for, and it should be 
welcomed. The process began with Mr Dulles’s speech 
to the Assembly of the United Nations last week, which 
seemed to non-Americans to be much more felicitously 
phrased than some other of his speeches since he became 
Secretary of State. That this was no accident was shown 
on Tuesday of this week, when Mr Cabot Lodge in his 
turn began to show that there was some elasticity in 
American policy. He announced that the United States 


was prepared to send a representative at once to meet 
the Chinese and North Korean Communists either at 
San Francisco or at Honolulu or at Geneva and he hinted 





| THE ECONOMIST, SEPTEMBER 26, 1953 


downturn after it had started than ‘Because they would 
help to precipitate it. Only those who are determined 
to be alarmed can as yet find evidence of anything going 
seriously wrong in America. 

But the picture could change very quickly. It is not 
wholly irrelevant to recall the timetable of the autumn 
of 1929. The stock éxchange was still rising well into 
September and at the present date the sky seemed to 
be much bluer than it does today. The first panic day 
was not until the last week of October and the first 
monthly figure for industrial production to show a <ize- 
able drop was that for November, which was not pub- 
lished until well into December. Yet when President 
Hoover asked Congress early in January to reduce taxes 
and initiate public works, it was already too late—it 
would have been too late even if Congress had 
responded at once, These facts are not recalled because 
there is any reason to suppose that another 1929 is 
coming, but simply to make the point that when 
change in the economic weather does come, it will 
come with lightning speed. 

How much governments can do in such a situation 
is considerably more doubtful than the post-Keynesian 
public has been led to believe. But it is clear that what 
ever they do will be much more effective if it is done 
quickly and done whole-heartedly. It is also reasonably 
clear that when one says “ governments,” one means 
mainly the United States Government, partly because 
America is so dominant in the world economy, partly 
because the American Government, almost alone in 
the world, can act without worrying about its balance 
of payments. But that is no reason why others should 
not be vigilant and prepared. This autumn is a time 
for keeping the watchtowers manned in double shifts 
and for getting the blueprints out of the pigeon holes. 
They may not yet be needed. But if they are they will 
be needed at once. It would be a great pity if the 
City’s Indian summer gave rise to any false feelings 
of security. 


in Modo 


that Washington was no longer quite so firmly opposed 
to the participation of neutrals in the political con- 
ference which is supposed (one cannot help being a 
little sceptical) to assemble in a very few weeks’ time to 
decide the future of Korea. These American steps arc 
not very large, nor very certain—Mr Lodge, when 
questioned, appeared anxious to reinstate some of the 
old doubts—but they were so warmly welcomed by 
America’s allies that even the blindest in Washing'on 
must have seen how much there was to be gained by 4 
little flexibility. 

Mr Dulles’s address to the Assembly last week 
made a pleasant contrast to Mr Vyshinsky’s © 
Monday. For once the apparent roles of the past few 
weeks had been reversed ; it was the Americans who 
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were giving the i jon that they are less inflexible 
chan the world had been led to suppose, and the 
Russians who had reverted to their old dog-in-the- 
manger attitude. Impressions may be wrong ; but they 
can be very important. There are many millions in the 
western -world who, having attached their hopes to 
American leadership, have been worried and sorry that 
Washington does not appear to be leading them the way 
they want to go. But the fact is that impressions count 
for a great deal in the present stage of the cold war and 
the United States has lost several tricks this summer by 
the way its words and actions have sometimes been 
interpreted abroad. A story going the diplomatic 
rounds has it that, with Mr Eisenhower and Mr Dulles 
riding together in an automobile, the Secretary of State 
says to the President: “Don’t look now, but I think 
nobody is following us.” 

There have been times in recent months when 
this story would have been too true to be funny. 
Yet all the time it has been true that the substance of 
American policy has been approved by official, and by 
the bulk of private, thought throughout the western 
world. If the fundamental questions are asked—is it 
right to stand up to the Communists ? ; is it right to 
be strong ? ; can peace best be secured by firmness or 
by making concessions ?—public opinion in all, or 
nearly all, the free countries would give the same 
answers as in America. Conversely, no European who 
knows America has ever had any real doubt that on what 
may be called the MacArthur question—is the aim to 
smash Soviet Russia or to preserve the peace ?>— 
American opinion would, by a large majority, give the 
same answer as European. Nevertheless, it is difficult 
to keep the public mind concentrated on fundamentals, 
and the conductors of American policy have allowed a 
dangerous degree of estrangement to grow up between 
their own people and their allies by what has seemed to 
be the inflexibility of their methods and the belligerence 
of their words. It is too soon to be sure that they have 
modified their tactics to heal the breach. But it is very 
much to be hoped that they have, and the speeches of 
the past week encourage the hope. 


* 


As for the substance of what Mr Dulles and Mr 
Vyshinsky said, the American Secretary of State 
approached his general survey with two clear attempts 
to go further towards meeting the Soviet point of view 
than he has in the past. First, he insisted that the 
United States is “ prepared to explore ways to end the 
present tension. ‘We shall . . . mever grow weary or 
discouraged in our quest for peace.” The bid for a 
meeting with the (Chinese and North Koreans is now 
some proof of that. It is understood that during his 
recent trip to Denver Mr Dulles went over his speech 
very carefully with the President, and it is notable that 
this was the first concerted call to the Russians to prove 
their desire for peace since President Eisenhower’s own 
major policy statement of April 16th. Secondly, there 
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was a marked change of tone in what the Secretary of 
State had to say about the peoples of eastern Europe. 
No longer was there any reference to “ liberation” or 
to “striking off the shackles.” Instead Mr Dulles 
contrasted American policy with Russia’s own. “ Our 
creed does not,” he declared, “call for exporting 
revolution and inciting others to violence.” It is not 
so clear, and perhaps he did not mean or feel able to 
make it so clear, just what American policy towards the 
peoples of eastern Europe was, beyond the view that 
they must themselves be allowed to feel that they can 
“live by their traditions and their faith.” In both these 
approaches, however, official American policy has 
patently moved towards a readier acceptance of the 
principle that relations with the Communist bloc can 
be adjusted without war. And that is a gain to the 
whole free world. 

Mr Dulles also briefly surveyed the problems of 
South-East Asia and Germany. In both matters, he again 
appealed to the Russians to turn their words into deeds ; 
and in both he was subsequently brushed aside when 
Mr Vyshinsky addressed the Assembly. It is true that 
no negotiations with the Communist world can be con- 
ducted by demanding unilateral concessions. But the 
point which Mr Dulles may fairly claim to have made 
was that, having promised American readiness to seck 
a compromise, he was inviting the Russians at least to 
name their terms. This may not be the best way of 
going about a general settlement but it is at least a way 
of trying to open talks on specific problems. And 
experience in dealing with the Russians certainly 
emphasises the normal lesson of oriental bargaining 
that it is no use giving anything away before you begin. 

Speaking about Indo-China, Mr Dulles flatly 
challenged the Comnrunists’ pretext that their action 
was designed to promote independence rather than to 
expand the Soviet camp by violence. In this, he was 
justified in so far as the French, on the one hand, 
announced on July 3rd their definite intention of 
completing the transfer of power—negotiations only 
need to be conducted on the ways and means—and, on 
the other hand, the Communist armies have no shadow 
of a claim to be regarded as the champions of an 
independence movement. They are supplied and 
victualled from China, and.no one supposes that the 
Viet Minh could do anything but collapse if this help 
were withdrawn. It was fair therefore to say that 
“‘ South-East Asia affords the Soviet leaders a chance 
to give substance to their peaceful words (and) we 
anxiously await their verdict.” 

When he came to Germany, Mr Dulles again seemed 
more concerned to appeal to Russian reason than to 
breathe defiance. If what the Russians fear is a rearmed 
Germany, the same is true of Germany’s western neigh- 
bours ; that is why the European Defence Community 
was invented. Under it, no single member of the com- 
munity will have national military strength to serve 
national ambitions, and “that is a result which the 
Soviet leaders should welcome if they honestly 
want peace.” Mr Dulles might have added, moreover, 
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that an alliance is an unwieldy weapon when it comes to 
aggression, and that history can produce few examples 
of alliances which have worked satisfactorily for any- 
thing except defensive purposes. 

The reminder to the Russians that they have still to 
reply to the invitation to a meeting at Lugano on 
Germany met with no response when Mr Vyshinsky 
came to speak. Indeed, his return to all the traditional 
Russian arguments about disarmament and the control 
of atomic energy was notable for the omission of his 
traditional remarks about the desirability of a great 
power meeting. This has always been wrapped up in 
general terms in his addresses to the United Nations 
General Assembly. This year, when it could have been 
an appropriate move in the play of diplomacy—which 


THE ECONOMIST, SEPTEMBER 26, 1953 


now includes proposals for a vital Far Eastern peace 


conference as well as a meeting on German unity—Mr 
Vyshinsky said nothing. | 

It will take more than one or two speeches to pull 
the public opinion of the western world back on to its 
proper course. But at least the past week’s batch of 
speeches have been helpful. Mr Vyshinsky’s has been 
no less helpful than the others, for though it is dis- 
appointing to have the last hopes of a new course in 
Moscow so vigorously slapped down, it will at least serve 
the cause of realism. And if Mr Dulles has really made 
up his mind to remember that the whole world is listen- 
ing when he speaks, and not only a handful of 
Republican Senators, there will be a return to realism 
also in the world’s judgment of American policy. 


Sentence of Death 


A over four years of deliberation, the Royal 
Commission on Capital Punishment has produced 
its report. So long indeed is it since the commission 
was appointed that it is worth recalling its terms of 
reference. The question of whether the death penalty 
for murder should be abolished altogether was pre- 
cluded from its consideration. Instead, it had to decide 
whether the use of the penalty should be limited or 
modified. It also had to consider ancillary issues: for 
instance, the method of execution and the practical 
effects on the prison system of sending more murderers 
to imprisonment. . 

It is remarkable that on most issues the members 
of the commission are unanimous. The only point on 
which there-is a notable divergence of opinion is the 
age-limit for liability to the death penalty: six members 
recommend that it should be raised to 21, the other 
five preferring it to remain at 18. But all agree that 
women should not be exempted from the death 
penalty ; that the gas chamber or electrocution has no 
advantage over hanging—though the possibility of 
lethal injections should be reconsidered when the 
science of anzsthetics has progressed farther ; and that 
the prison system should be able to absorb any increase 
in the number of murderers sentenced to long terms of 
imprisonment as a result of fewer executions. 

It is, however, the commission’s findings on the 
major issues that have been most eagerly awaited. At 
the time of the great controversy over capital punish- 
ment in 1948, it became clear that many people 
favoured the retention of the death penalty in certain 
cases of murder—for instance, murder to escape arrest 
——~but felt strongly that it should not be imposed in 
cases where it would not be carried out. In England 
and Wales, 45 per cent of those sentenced to death 
are reprieved by the Home Secretary. In these 
cases, the pronouncing of the death sentence is a farce, 
and the disposal of the convicted is in the hands of 


the executive instead of the court. The royal preroga- 
tive of mercy would be used less frequently if the 
imposition of the death penalty were made less rigid. 

The murderers for whom a modification of the death 
penalty is thought, on this argument, to be desirable 
fall into two broad classes: the “insane” and those 
whose crimes have extenuating circumstances. This 
second class has many sub-divisions. Sometimes the 
court is able to find that the accused is guilty of man- 
slaughter, instead of murder ; and by recommending 
that the definition of provocation should be widened 
to include provocation by words the Royal Commission 
is helping a court to bring in the lesser verdict more 
often. On the other hand, it proposes no change in 
the law by which an accomplice can be found guilty of 
murder if his companion is found guilty. 

The first big question that the commission had to 
decide was the practice relating to murderers whose 
sanity is in doubt. For a hundred and ten years the 
M’Naghten Rules—that is, the rules propounded by 
certain judges after M’Naghten had murdered Sir 
Robert Peel’s secretary in mistake for Peel himself— 
have laid down the criteria for a defence of insanity 
to be established. The accused, so the essential rule 
runs, must be suffering from such defect of reason due 
to disease of the mind (a) that he did not know the 
nature and quality of his act, or (b) that if he did, he 
did not know it was wrong. 

It has been said that if the M’Naghten Rules were 
strictly interpreted, M’Naghten himself would not 
come within them. They have, on the whole, worked 
well in practice because the judges have usually inter- 
preted them liberally and brought within their scope 
many murderers who were certainly mad but certainly 
knew what they were doing and knew that it was wrong. 
But they have not always been interpreted liberally 
or realistically. © Last year’s trial of Straffen was an 
instance where, because of a rigid interpretation of the 
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rules, a jury found criminally responsible for his actions 
a man who had been found unfit to plead to a similar 
charge seven months: previously. 

The Royal Commission had to consider whether the 
rules should be modified, in the light of greater know- 
ledge of mental illness, or be abolished. If they are 
retained, it recommends that they should be modified 
as follows: first, the words “or mental deficiency ” 
should be added after “ disease of the mind ” in order 
to make it quite clear that mental defectives come within 
the scope of the rules ; and secondly, a person may be 
found irresponsible for his act if, as a result of disease 
of the mind or mental deficiency, he was “ incapable 
of preventing himself from committing it,” even though 
he knew what he was doing and knew it was wrong. 

The commission discusses whether this new criterion, 
which it prefers to the narrow and largely discredited 
concept of “irresistible impulse,” would cover many 
cases at present outside the M’Naghten Rules. It 
comes to the conclusion, with one dissentient, that the 
new rule would serve a purpose provided it is inter- 
preted widely. On a narrow interpretation it would 
merely cover murders committed in a state of, say, 
epileptic automatism or frenzy. In other cases, the 
prosecution could still maintain—and judge and jury 
could agree—that the accused would not have com- 
mitted the act if a policeman had been standing beside 
him ; that, therefore, he was not incapable of preventing 
himself from committing it. 


* 


Because of this difficulty of framing a formula a 
majority of the commission would prefer to abrogate 
the rules altogether. These members agree that the 
purpose of the rules is to help the jury to decide the 
issue of insanity and irresponsibility as a question of 
fact. But they argue with great weight that this theory 
has broken down in practice ; it is not the law or “ fact ” 
that prevails in most instances, but common sense. 
They agree with the view that although the jury are 
solemnly charged about the implications of the 
M’Naghten Rules, they simply ask themselves: “Is 
this man mad or not ?” 

With three dissentients, the commission recommends, 
therefore, that the jury should be left to determine, as 
a straight issue, whether a person is mad enough or 
mentally defective enough to be held irresponsible for 
his act. The judge could then bring to their attention, 
as he was free to do before 1843, all the evidence that 
might help them to come to a decision ; he would not 
have to direct them to concentrate on points specified 
in a formula. Furthermore, although the commission 
agrees that prosecution and defence should continue 
to call their own expert witnesses, there would be less 
conflict of evidence to bemuse the jury than arises now 
when psychiatric evidence has to be distorted to fit the 
M’Naghten Rules. 

Of all those committed for trial for murder in the 
first half of this century, 45 per cent have been deemed 
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mentally abnormal, cither before or after trial or by 2 
jury, and have not been executed. But there remains 
another large class not deemed abnormal but for whom 
the death sentence is considered, even by those in favour 
of retaining it, inappropriate. (An extreme class are the 
so-called “ mercy killers.”) . After exhaustive inquiries 
and in spite of its determination to “discover some 
effective method of classifying murders so as to confine 
the death penalty to the more heinous,” the commission 
came unanimously to the conclusion that its quest must 
be abandoned. 

This, however, is not its last word. It did not relax 
its determination to reduce the rigidity of the present 
law and to remove from the executive much of the 
task of correcting the anomalies arising from the 
rigidity. If the death sentence is retained and yet is 
not to be—as all are agreed it should not be—imposed 
in cases where it is inappropriate, and if murders cannot 
be classified, then there is only one answer: either the 
judge or the jury must have an unfettered discretion 
whether the death sentence should be imposed or not. 
The commission argues strongly that the discretion 
should not rest with the judge, mainly. because of the 
onerous responsibility it would place on him. Equally 
strongly, therefore, it argues that the discretion should 
rest with the jury. 

The commission fully recognises that its ‘proposal is, 
for this country, a novel one. What it amounts to is 
that when the jury convict anyone of murder, they 
should be asked to find whether there are extenuating 
circumstances, and such a finding would preclude the 
judge from passing sentence of death. A murder trial 
would consequently fall into two parts: the first being 
concerned with guilt or innocence, the second with 
extenuating circumstances. In the second part the 
jury would have an unfettered discretion ; in particular, 
it should give due weight to the condition “ psycho- 
pathic personality,’ which, the commission decides, 
ought not at present to exempt a person—as insanity 
does—from criminal responsibility. 


* 


This proposal is the core of the commission’s recom- 
mendations. Nor does the report mince words about 
it. .Since the proposal would change the traditional 
function of the jury and has practical difficulties, “ its 
disadvantages may be thought to outweigh its merits.” 
In that case, the commission concludes, 


a stage has been reached where little more can be done 
effectively to limit the liability to suffer the death penalty, 
and. . . the real issue is now whether capital punishment 
should be retained or abolished. 


This is indeed the real issue. The commission’s pro- 
posal would place on ordinary men and women, subject 
to ordinary emotions and influenced by the state of 
public opinion, the grave duty of deciding whether 
circumstances justify a lesser sentence than death. This 
would surely lead to serious anomalies. The difference 





$34 


in the circumstances of the crimes of a reprieved 


murderer and an executed murderer may be barely 
perceptible ; yet the distinction in their treatment 1s 
absolute, and to leave it to the jury would make it 
erratic and inconsistent as well. 

Is it thus worth adopting the proposal, with all its 
disadvantages, when by the abolition of capital punish- 
ment it would be made unnecessary ? The only real 
argument for retaining capital punishment is that it 
acts as a deterrent. But the commission, after examin- 
ing the evidence, does not find more than a prima facie 
case that it exercises a stronger deterrent effect than 
other forms of punishment on normal human beings, 
while on many offenders its effect is negligible. 
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There is a further point. Much of the morbid interes; 
taken by the public in murder trials arises from the 
fact that the accused is on trial for his life. Nor would 
this interest be in amy way diminished by the commis- 
sion’s recommendations for giving more discretion 1 
the jury. Throughout the trial, the issue to the public 
would still be: not, is the accused guilty ? ; but, wil! 
he be hanged ? For all the long labours of the Rov.| 
Commission and its earnest desire to provide a solution 
within its terms of reference, its report can lead :o 
only one conclusion: capital punishment should be 
abolished, and all the anomalies—and perhaps injustic¢s 
—that the commission is trying to prevent will <is- 
appear as well. 


Rouble Diplomacy ? 


“t OME observers like to detect the Soviet rulers, from 

time to time, moving belatedly through steps already 
trodden by the western world ; to see Malenkov, for 
example, discovering how delicately tortuous Persian 
politics can be, or enunciating the principle that the 
consumer is always right. Yet there has been little 
public comment upon the interesting fact that, while 
in the west the cry now is “ trade, not aid,” the Com- 
munist empire appears to have launched out on a course 
that might be described as rouble diplomacy. Since 
Stalin died, his successors in the Kremlin have publicly 
promised substantial amounts of economic aid to China 
and North Korea; they have pledged a smaller but 
significant sum to the United Nations programme for 
technical aid to backward countries ; and they have 
offered credits not only to Eastern Germany but also to 
a non-Communist country, Argentina. These actions 
are not entirely without precedent. The Sino-Soviet 
treaty of 1950 included, at least in theory, a Russian 
credit to China of $300 million. But never before has 
there been such an apparently widespread distribution 
of Seviet largesse. 

To what extent can this be interpreted as the opening 
of a new phase in Russia’s dealings with its satellites, 
friends and trading partners? There has, naturally, 
been an individual motive for each individual action ; 
and before the picture can be judged as a whole, its 
parts call for some further examination. For example, 
the concessions granted to Eastern Germany in August 
were not merely timed to affect the elections in the 
west ; they were needed to prevent the economy of the 
Soviet zone from foundering altogether under the 
burdens. still laid upon it by its masters in Moscow. 
The two-year interest-bearing credit of 485 million 
roubles (nominally, about £44 million) was only a 
minor item in the list, alongside far more welcome ones 
such as the cancelling of outstanding reparations and 
the handing back of some of the industrial plants 
operated by Russia since 1945. The concessions as 


a whole were essentially a matter of scaling down Sovic: 
demands, not of extending positive aid ; and the fac: 
that a credit was included at all may be attributed 
simply to the urgent necessity that the Communi: 
rulers of Eastern Germany should be enabled to buy 
enough food and other essentials to stave off complete 
disaster. 

Moscow’s undertakings towards China and North 
Korea, however, are of a very different character. Truc. 
the offer of a billion roubles’ worth of aid (nominally. 
some {90 million) to Kim Ii Sung’s regime was a logic- 
ally necessary, if inadequate, riposte to American and 
United Nations plans to finance the reconstruction o/ 
South Korea ; there is some parallel here with the Eas: 
German situation. But the granting of aid to a proven 
ally is a more positive action than the reduction of claims 
on a defeated enemy—although both concepts are com- 
paratively novel in Moscow. The evolution of Russian 
aid to China is even more interesting. The five-year 
credit granted in February, 1950, to enable China 
buy Soviet railway and industrial equipment evident), 
revealed its inadequacy very quickly, and the Chines: 
Communists soon grasped the fact that they were no! 
only having to do all the fighting in Korea for th: 
Russians, but were also paying them handsomely {: 


ammunition and aircraft. Having failed to get satisfac- 
tion by more discreet methods, Chou En-lai hims¢’! 


descended upon Moscow in August, 1952, with an im- 
pressive entourage of army, air and naval commandc':. 
and ministers responsible for machinery, fuel and oth«' 
industries. But even the Chinese prime minister cou! 
get little from Stalin except honeyed words and a mean- 
inglessly vague agreement. Chou went home, but hc 
left his expert advisers behind in Moscow to continuc 
the haggling ; and Stalin was barely cold on his ca‘:- 
falque before this eight-month effort bore fruit. Wiih 
almost indecent haste, Malenkov and Beria agrecd 
before the end of March that, instead of merely sup- 
porting China’s industrialisation plans by lending ')< 


services of experts, they would also provide equipm<! 
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for electrification and the mining, machinery, and 
chemical industries. . It.was made clear, however, that 
China must pay for this with increased exports of food, 
minerals and wool, 

Some at least of this promised Soviet equipment was 
actually delivered during the summer. But the hard. 
bargaining in Moscow continued. Last week, a meeting 
f the Chinese government council heard a report from 
its delegation to these negotiations, and adopted a reso- 
lution of fulsome gratitude to the Soviet government, 
which has now agreed to help with the renovation or 
-onstruction of 141 Chinese industrial plants and enter- 
orises On which work is already in hand or will be 
indertaken within the next six years. The tone of 
the Chinese statements suggests that, for the first time, 
hey are now satisfied—at least for the time being. 

It may be assumed that Malenkov is also satisfied, 
for he has, in effect, bought North Korea back from 
the Chinese, who in the past three years had come to 
dominate it by virtue simply of military occupation. 
Mao Tse-tung, of course, cannot afford to reconstruct 
North Korea himself ; a Chinese contribution to this 
task has indeed been announced, but in terms so vague 
as to imply that it will amount to little more than the 
employment of the luckless “ people’s volunteers ” on 
earth-shifting work. (A nation-wide levy for Korean 
relief has drawn only £24 million from Chinese pockets, 
which yielded much more for the earlier “ unofficial ” 
appeal for funds with which to buy MIGs and ammu- 
nition.) The way is therefore clear for the Russian 
technicians who, in Malenkov’s promise to Kim, are 
featured much more prominently than material sup- 
plies, to restore the original Soviet hegemony in North 
Korea. Any doubts the Chinese may have about the 
matter will be tempered by their own dependence on 
Russian aid. 


* 


That is how rouble diplomacy works within the Com- 
munist sphere. Outside the sphere, it has hitherto been 
confined to the granting of a modest credit of under 
£11 million to Argentina, and the offer of four million 
roubles (£357,000) to the UN technical aid programme. 
Nobody has yet seen the colour of this money, although 
both offers were announced in July. The Argentines 
expect to receive Russian industrial equipment against 
delayed payment ; Uno does not yet know whether any 
of the Soviet contribution will be paid over in dollars, 
sterling or some other intérnationally used currency, 
or whether it will amount only to providing the services 
of technicians from Communist countries. But one of 
the interesting features of this experiment will be the 
light it may shed on the real value of the rouble. In 
dealings between Communist governments, prices can 
be adjusted so arbitrarily that it is impossible to tell the 
true value of the Russian aid promised, for example, 
to North Korea. But it will be something of a blow 
to rouble diplomacy if whatever Russia eventually 
delivers to Uno falls far below what could be expected 
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if the nominal exchange value of the rouble were a 
realistic one. 

On the available evidence, there is still nothing very 
impressive about the total amount of “ Malenkov aid” 
both inside and outside the Communist sphere. (No 
comprehensive figure for Russian aid to China has been 
announced at all since 1950.) The scale of the whole 
Operation is puny when compared with American 
achievement in this field. But it is a striking new 
departure, for it has long been Soviet policy to ignore 
even the most anguished appeals for help from satellites 
or potential friends in economic. difficulties, sending 
only reminders that a good Marxist must learn to paddle 
his own canoe. The more conservative minds in 
Moscow may well be uneasy at the sight of Malenkoy 
unlocking the treasure chests on which Stalin sat for 
so long, while the gold accumulated under his mercan- 
tilist posterior. However small the real sums involved, 
they will not make it any easier for Malenkov to carry 
out the sweeping promises he has now made to his 
own people. 

Nevertheless, rouble diplomacy may have come to 
stay, if only for the reason that the new rulers of Russia 
cannot do without it. It must always be remembered 
that Malenkov is not Stalin. Lacking his predecessor’s 
unquestioned authority, he must conciliate not only 
various groups inside Russia, but also others outside, 
and particularly the Chinese. In one sense, it is fortu- 
nate for him that nearly every country in the Com- 
munist sphere desperately needs economic help, for 
this makes rouble diplomacy a more effective weapon. 
On the other hand, the role of fairy godmother, once 
adopted, is not easy to relinquish, as America and 
Britain have found in their time ; and it may be that 
Malenkov’s troubles are only just beginning. Economic 
aid for China is a good investment, but it will not pay 
off for a long time, and meanwhile Peking may develop 
a frightening capacity for absorbing Russian resources. 
Moreover, now that the Soviet cornucopia has been 
officially unsealed, how long will it be before other 
aspiring recipients join the expectant queue? The 
Poles and Czechs will undoubtedly drop pointed hints 
about any favouritism shown to the East Germans, all 
the more because they are being required to contribute, 
through the Comecon, to the refloating of Pieck and 
Ulbricht. And the Asian countries before whose eyes 
Moscow had previously dangled visions of plentiful 
capital equipment may ask what Perén has done to 
deserve superpriority. 

Moreover, unless ingratitude is altogether lacking 
from Marxist minds, the time may come when Com- 
munist leaders who have long denounced American aid, 
because they see strings attached to it, will begin to 
compare the lightness of those strings with the chains 
that trail from Malenkov’s roubles. Ulbricht and Kim 


Il Sung have already given the world some inkling of 
the weight of these chains. Soviet Russia has long 
enjoyed the benefits of leadership in the “camp of 
peace and democracy.” Now, perhaps, it may have to 
begin to take account of the price of leadership too. 
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Pay as Yeu Wear—ll 


The Clothing 


AST week an article on credit facilities in the drapery 
trade suggested that not nearly enough was known 
about the methods by which the cheaper sorts of drapery 
are sold to working-class households. Apart from the 
trade’s own methods of extending credit, the system 
known as check trading, carried on purely as a form of 
money lending, does a business that cannot well be less 
than £40 million a year, and may easily be twice as 
big. This trade is concentrated largely in the industrial 
Midlands and North, and almost wholly in working- 
class consumption. It is certainly more important and 
influential than the lack of publicity would suggest. 
One obvious example of its influence is provided by 
the large number of shops that have established clothing 
clubs of their own, employing agents to issue checks 
in the same way as the check traders themselves ; even 
the Co-operatives have abandoned their traditional cash 
basis and formed Mutuality Clubs to do the same. 

Check trading is carried on almost entirely by private 
persons or private companies using their own capital. 
When occasionally it is mentioned in the press, it is 
usually because of some abuse incidental to its wide- 
spread operations among the poorer sections of the 
community. “ Trafficking” in checks—that is, selling 
them for ready cash at something less than their face 
value, instead of using them for their legitimate pur- 
pose to buy goods—was made illegal in 1948 ; it may 
stilt go on, for it is a tempting way to raise money in 
a hurry, to draw a {10 check from an agent and offer 
it to a neighbour for {9 cash. Some big stores which 
accept checks insist that the customer exchange her 
check for metal tallies marked with the shop’s name and 
use these to make her purchases ; needless to say the 
tallies, being even more anonymous than checks, find a 
ready market at a sharp discount. There is also the 
classic story of the woman who. was fined tos. by a 
magistrate for some trivial offence, and having only 4s. 
in hand was faced with a night in prison ; she avoided 
this by obtaining a {2 check with her 4s. (2s. first instal- 
ment and 2s. poundage) and using it to buy blankets, 
which she promptly pawned for 14s., thus paying her 
fine and retaining her original 4s. This is not as unlikely 
as it seems, since next week’s troubles are a long way 
off for many households ; the story, in fact, expresses 
a recklessness by no means uncommon in people who 
budget from one week’s pay packet to the next. 

This sort of abuse is hard to prevent in any system 
of lending money ; the check traders themselves cannot 
be held responsible for all the unreasonableness of 
human nature. They try for their own sakes to ensure 
that their customers’ credit is good ; they prosecute 
illegal “ trafficking” when they can; and whatever 
opportunities the fringes.of_such a trade may seem to 
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Check Trade 


offer. for unscrupulous practices, the vast majority of 
check trading firms are impeccably honest businesses 
giving a straightforward service for a reasonable return. 
Their satisfied customers are, indeed, their warmest 
advocates. 

* 


Another objection to check trading is voiced by the 
spokesmen of the drapery trade, who naturally regret 
that outsiders should make an indirect profit out of 
drapery sales. They point out that the check traders’ 
discounts are a severe cut out of the profit on sales to 
check customers. Drapers’ retail profit margins vary 
widely ; they may be anything from 224 per cent to 35 
per cent in different shops or on different classes of 
goods. But if 274 per cent (or §s. 6d. in the £) on 
returns is taken as a good working average, then as 
discounts stand at present, the check company gets 
3s. 6d. (2s. 6d. discount and 1s. “ poundage ”) for every 
£1 worth of goods sold on checks, and the shopkeepers 
3s. (plus perhaps 44d. for the wholesalers’ discount to 
him). 

Why do shops agree to accept checks on these terms ? 
At first, they do so in the belief that check sales will 
represent a net addition to their existing cash trade, and 
so help to pay for their overheads even if the rate of 
profit on check custom is small. It is invariably a 
condition of such an arrangement that check customers 
must not be charged higher prices than cash customers, 
and this is fairly strictly enforced, but it is hard to 
believe that shops with a large check custom can satisfy 
this rule and survive without raising thcir prices to 
all customers. The “desirable ” proportion of check to 
cash sales is said to be 40 per cent check custom ; but, 
once accepted, it may not be easy to keep at that level. 
Moreover, if a retailer can spare 124 per cent discount 
on even one-third of his turnover it is reasonable to 
think either that his prices have been raised on that 
account, or that retail margins generally are too 
generous. And discount rates are rising again ; before 
the war they were as much as 17} per cent. 

While it is impossible to measure the effect of check 
trading on price levels, in those regions where it is 
firmly entrenched, the effect must be considerable. The 
argument that strictly cash shops provide an effective 
competition is not as sound as it looks. The working- 
class mother of a family is often convinced that no one 
can teach her anything about value for money in cloth- 
ing. But any manufacturer knows that within fairly 


wide limits no layman—and few tradesmen—can judge 
whether the garment a few shillings dearer than the 
next represents a bad bargain or better workmanship. 
Moreover, where check trading is prevalent its influence 
is likely to be felt in all the shops in the district selling 
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a certain class of goods, with the exception of a few 


chain stores.. 

The argument that wins over the individual shop- 
keeper—that by accepting checks he will increase his 
turnover—loses its force when applied to a whole town 
or district. Check trading might increase the total local 
consumption of drapery by a little, but not sufficiently 
to pay for its cost ; obviously as soon as check trading in 
any town becomes at all widespread, shopkeepers no 
longer accept checks as a favour, a welcome addition to 
their normal business, but as a necessary self defence. 

The drapery trades’ answer to the success of check 
trading has been to copy it on a fairly wide scale. 
Indeed, shops have occasionally bought up check com- 
panies and continued to operate them as independent 
businesses, amd check companies have sometimes 
opened stores of their own as a sideline. In such cases 
the distinction between shop clubs and check trading 
becomes hard to draw. But the social and economic 
effects are the same, whoever’s capital is employed. The 
issue of clothing checks—as distinct from “ straight 
credit” to known customers, or “ credit-trading ” as a 
form of door-to-door retailing—is undoubtedly an 
expensive form of consumer finance. Its advantages 
have to be paid for whoever operates the service. 


* 


Two questions therefore arise. Does the clothing 
check, expendable at a variety of stores, constitute a 
service to the public that is socially desirable or unde- 
sirable ? And if desirable, who should pay for it ? As 
regards the service itself, it is easy to be misled by the 
many “hard cases” familiar to social workers dealing 
with families in trouble. An institution should not be 
condemned because the weaker brethren stumble in 
operating it. If check trading were suppressed by law, 
the people who today commit themselves, with several 
different clothing clubs, to payments far beyond their 
means would tomorrow be paying the street money- 
lender “a penny in the shilling a week” to borrow 
money. No legislation can protect fools and there are 
good reasons why it should not try to do so. 

The usefulness of consumer credit applies to all items 
of expenditure that are large in relation to income, and 
this is almost as true of clothes in large working-class 
families as of houses for bank clerks. It is not, 
admittedly, the most needy who are granted check 
facilities ; people in real poverty are not credit-worthy. 
But many working-class families with incomes of £6 or 
£8 a week and several children would never save 
enough money to be as well dressed as they are if they 
did not commit themselves to regular weekly payments, 
with the obligation that arises from having the article 
and the fear of being blacklisted if they default. 

But if the service provided by clothing checks is 
itself a good thing, is it a good system that disguises 
from the consumer the true cost of providing the 
service? In effect that cost is spread evenly over cash 
and credit customer alike, through the retailer’s dis- 
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count to the check company. Should the cost of check 
trading not fall where it belongs—that is, on the price 
the check customer pays for his check ? Why should 
he borrow £1 for five months for as little as a shilling, 
when the check company pays its agent 1s 6d to lend 
that pound to him—not counting the other expensés 
involved ? 

If it charged the customer the economic price for his 
check in the first place, the check company would not 
need a large discount from the shopkeeper; general 
price levels would not be inflated by the presence of 
check trading ; and the cash customer would not have to 
pay for the check customer’s privileges. And without 
the illusion of near-free credit, the habit of real thrift 
would receive a healthy stimulation in many families. 

Check companies, however, are competitive busi- 
nesses. It would be unreasonable to expect them of 
their own accord to shift the onus of their tariffs in a 
way that would reduce the volume of their business. 
Individuals—consumers, shopkeepers or check com- 
panies—are powerless alone. Only more public 
knowledge, leading perhaps to legislation governing the 
way credit is charged for (not to an attempt to prevent 
it), could alter the trend. 


(Concluded) 


The Cloud in the East 


Europe has now been lying under sentence of war for 
six months—respited from time to time, but still left for 
execution ; and this moment the hopes of ultimate escape 
from that last calamity seem more faint and wavering 
than ever. The two armies of Russia and Turkey lie 
opposite one another each anxious for the strife . .°. and 
any ambitious commander or any rash and reckless 
subaltern may fire the signal for a struggle the extent, the 
issue, and the duration of which neither diplomatist nor 
sovereign can foresee. . . . No one will accuse us of having 
ever shown ourselves insensible to the evils of war. . 
As vigilant guardians of the commercial interests of a 
great country, our tendency and disposition must naturally 
be to regard all interruptions of universal amity with even 
an exaggerated alarm and dislike, and to purchase the 
continuance of peace at too high a price. But we must 
not forget that a precarious and ill-contrived peace—the 
uncertainty that must ever attend arrangements which, 


being unjust in their nature and reluctantly submitted 16, 
can never be otherwise than temporary—is almost as fatal 


and discouraging to commerce as actual hostilities. If... 
a hollow peace be patched up between the disputants on 
terms which will leave in the breast of one party ali the 
rankling irritation of defeat and injustice, and in the breast 
of the other all the longings of unsatisfied and checked 
ambition—that sense of security so essential to commercial 
operations will be as effectually destroyed as if a war had 
actually broken out. . . . What we need, it cannot be too 
often repeated, is not a formal and temporary recon- 
ciliation, but a permanent settlement of an ever-recurring 
difficulry—a final solution, once for all, of a problem that 
has kept Europe in hot water for half a century. To 
avoid war—considering what war is—is worth every 
exertion and almost every sacrifice: to postpone war, may 
often be worth no effort or sacrifice at ail. 


The Cconomist 


September 24, 1853 
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Notes of the 


Week 





The Margate Contest 


HE Labour party assembles at-Margate this weekend 
for its annual conference in a somewhat less virulent 
mood than when it gathered at Morecambe a year ago. The 
Morecambe conference had been preceded by six weeks of 
bitter accusations that Mr Bevan and his friends were 
running a “ party within a party "—a charge for which the 
Bevanites themselves provided the most substantial evidence 
when their list of six candidates, reaping the reward of a 
concentrated vote, swept all before them in the contest for 
the constituency seats on the national executive committee. 
No party, of Left or Right, could tolerate the existence of 
an organised group of this character within its ranks, and 
counter-attack was inevitable. Its vehemence was increased 
by the defeat, in these constituency elections, of Mr Herbert 
Morrison, the most important of the right-wing leaders. All 
this injected into the Morecambe debates an element of 
personal strife, with the delegates feeling that what was at 
stake was no less than the future leadership of the party. 
During the past twelve months this dispute has faded, 
even if it has not been settled ; it has certainly gone against 
Mr Bevan. At Westminster in November the parliamen- 


tary party rapidly forced the Bevanite group to disband, 


defeated Mr Bevan’s bid against Mr Morrison for the 
deputy leadership, and placed Mr Bevan in the humiliating 
position of just scraping on to the party’s parliamentary 
committee. ‘Since then Mr Bevan has become less con- 
spicuous while Mr Morrison has steadily rebuilt his prestige 
—asaisted by the leaders of the big unions, who have made 
it clear that he is now their choice for the succession to 


party leadership. All this takes much of the sting out of - 


the proceedings at Margate. It is now clear that even if the 
Bevanites were to win all seven constituency places on the 
national executive (which is unlikely), they would still be a 
very long way from gaining access to real power in the party. 

There will, nevertheless, be a personal contest between 
Mr Morrison and Mr Arthur Greenwood for the party 
treasurership. The executive has decided to support Mr 
Morrsion’s return to it automatically, in his capacity as 
Geputy-leader of the parliamentary party, but neither this 
nor other last-minute efforts to avoid the open contest 
seem likely to succeed. Mr Greenwood commands 
much support’ beside that of the Bevanites ; the National 
Union of Railwaymen this week decided by a narrow 
majority of its executive to give him its 317,000 votes. This 
leaves little doubt that the election wiil be a close-run thing. 

For the greater part of the week, however, the conference 
should be able to set its mind to policy matters. On foreign 
affairs, if Mr Attlee’s broadcast last weekend is any guide, 
much loose anti-Americanism will be voiced. Fortunately 
some forthright younger politicians seem to retain their 


sense of realism, and the arguments will not go all one way. 
On domestic policy, the debates will not move far fiom 
familiar ground, and particularly the degree of future 
nationalisation. It seems probable that the platform wil! be 
able to defeat all the left-wing attacks on the draft pariy 
programme, which is close enough to the go-slow attitude 
of the main unions to ensure their loyalty. Education at 
least should provide a more free-ranging debate, but i: is 
by no means certain that in any respect the conference wi] 
provide firm evidence of which way the party is really going. 


Final Talks in Egypt? 


RITAIN and Egypt are now so close to agreement on the 

Canal Zone base that the folly of failure seems incon- 
ceivable. Perhaps it was this that led an Egyptian spokes- 
man to tell some pressmen on Tuesday evening that they 
could expect a settlement very soon. This is by no means 
certain and, in fact, the negotiators met again on Wednesday 
night with the Egyptian side still worried about how long 
Britain thought it necessary for British technicians to help 
the Egyptian army in the base. The range of difference 
is so slight that it should be capable of adjustment, but 
the evil genius that has haunted Anglo-Egyptian relations 
since the war precludes certainty until an agreement is 
signed. 

Over the dinner table, during the last few weeks, the 
negotiators in Cairo have done much to restore mutual con- 
fidence, and from this have been able to yield gently to each 
other. The basis of the settlement has been there ever 
since May, when the Egyptian side agreed to the retention of 
British technicians and accepted the regional importance of 
the base. Britain, for its part, agreed to evacuate if a 
reasonably practical plan of base maintenance were devised. 
Since then, the problem has been to make evacuation and 
maintenance mean the same thing to each side, and the 
delegations have gone far towards doing so. 

Apart from the period during which British technicians 
would remain in the base, there is still some disagreement 
about the circumstances in which Egypt would consider i: 
necessary for British troops to re-enter the base, bet much 
progress has been made towards defining the region of 
vulnerability. Clearly Egypt, sheltered by desert and sea. 
cannot make its frontiers the test of immediate danger. 
There is, however, every reason to think that Britain and 
Egypt will be able to define what constitutes an adequate 
reason for reactifying the base, and who will decide when. 

As ever in Egyptian diplomacy, the internal situation is 
vital to the ultimate result. The present military leaders 


sat noe dichtibte thtnidiniand Gage eae abdeae decline 
of their popular support. It is a matter for the British 














THE ECONQMIST, SEPTEMBER 26, 1953 
Government to bear carefully in mind that the little extra 
required could be the straw that breaks the camel’s back. 

There is lithe reason to doubt that some of the older 
politicians have tried to exploit the weakened internal posi- 
tion of the regime. How far this has justified the recent 
arrests of politicians is difficult to judge, but the arrests con- 
stitute a dictatorial act which cements the army’s power 
it a crucial moment in Anglo-Egyptian relations. They 
ilso suggest that the present army leadership has the courage 
to go forward to a settlement. But how much further? 

The British have conceded the main point: the with- 
drawal of those troops that maintain. Britain’s power 
physically in Egypt. If any agreement is going to work it 
will be because Britain has secured Egyptian goodwill. At 
present the base is working at less than 50 per cent efficiency, 
despite the fact that there are 50,000 troops protecting the 
30,000 who maintain it. It is unlikely to be more efficient 
under the Egyptian army, but if the political atmosphere is 
good Britain may be able to be more helpful than the agree- 
ment stipulates. It is against this fact that the last details 
ot disagreement should be measured. 


New Stage in Indo-China 


TT rains are nearly over in Indo-China, but the uncer- 

tainties remain as puzzling as ever. How strong will 
the Viet Minh offensive be, and where will it be directed— 
against the Red River delta, or down into Laos again, or 
both ? How effective has General Navarre been in his out- 
of-season raids against Viet Minh supplies, and can he take 
the offensive himself ? What are the chances of a negotiated 
peace ? How much independence have the French really 
handed over or promised to hand over? Can the approach 
to full independence now undermine the Communist 
appeal ? How soon can the Vietnamese national army take 
over enough responsibility to enable the withdrawal of 
French troops to begin? To this long series of critical 
questions there are still no generally acknowledged answers, 

Over the past few weeks, the Viet Minh have been mass- 
ing troops in the delta area ; intelligence reports suggest 
that these now amount to five divisions. At the same time, 
on the French and Vietnamese side, the American promise 
of another $385 million for Indo-China will enable the 
French to send out several extra battalions and to speed up 
the training and arming of the Vietnamese ; this sum brings 


the American contribution to almost $800 million a year, or 


about two-thirds of the cost of the war. In France itself the 
pressure for some attempt at negotiation is mounting, and 
M. Edgar Faure, the Minister of Finance, recently showed 
that the new American contribution makes this. possible. 
Without the money, that is to say, some form of withdrawal 
would have been essential ; with it, General Navarre may 
just be able to build up enough military pressure to make 
negotiations possible on a reasonable basis. And while this 
looks like an unduly defeatist argument, although advanced 
for primarily economic reasons, there can be no doubt that, 
one way or another, the campaigning season now about to 
open could have more decisive results than the battles of 
the past two years. That does not mean that either side 
will win the campaign. But it does probably mean that the 
stage will be set for a serious attempt at a negotiated truce. 






The immediate prospects will be clearer after the important. 
debate on Indo-China that is to take place soon after the: 
French Assembly meets. 


* 


The. attitude of the French public towards the war in 
Indo-China has not been rendered more favourable by the 
“ piastre scandal ” now being ventilated by a parliamentary 
commission. It was always common knowledge that profits 
were being made through a franc-piastre traffic at artificial 
rates of exchange. Some of the reports before the commis- 
sion, however, also imply that, as in the notorious Stavisky 
affair, the traffickers were backed by important political 
personalities. The mood of the country is well illustrated 
by the comments of a witty Parisian journalist who has 
dubbed the commission’s chief informant an imbecile, a 
Dostoyevskian idiot, a savage fallen into civilised society 
unaware that it is based on graft and nepotism. This mood 
does not help the present regime, nor does it strengthen 
enthusiasm for the war in Indo-China. 


Farmers’ Fury 


HE National Farmers’ Union has established an 
emotional connection, at least, between the Govern- 
ment’s two recent decisions on agricultural policy. Those 
are, first, to introduce a deficiency payments scheme for 
cereals and, secondly, to refuse the farmers’ request that the 
present fixed prices for farm crops should be subject to a 
special review because farmworkers’ wages have been raised. 
The second has led the NFU council to declare that 
the Government’s refusal to grant a special price review could 
only cast further doubts on the sincerity of the Government’s 
expansion and price policies for agriculture. 

Sir James Turner, the NFU’s president, followed this up by 
declaring more roundly than ever that “in no circum- 
stances” would the farmers accept an extension of the 
deficiency payments principle to fat stock marketing. Their 
fears of a free market are put firmly in the way of the 
Government’s efforts to deal with the confusion and decay 
of meat rationing before consumers lose their tempers—with 
the Government or with the farmers. 

The NFU’s suspiciousness is genuine enough ; it has 
strong roots in the past ; it outruns, indeed, that of the most 
embittered trade union leader who still expects to find 
capitalists plotting to grind the faces of the poor round every 
corner. But the NFU is making a mistake if it thinks that 
the farmers’ fears gain conviction every time they are 
paraded. It is difficult to believe that anyone ever seriously 
thought that the Government would grant a special price 
review. It refused when farm wages were raised last year, 
and the farmers’ case was stronger then than it is now. The 
rise in wage costs is likely to be offset, in part at ledst, by 
falls in other costs, and the Government’s decision to wait 
and see how things have turned out by February, when the 
regular price review is due, is obviously right. For the 
farmers to make a great fuss about it can only persuade 
people that they will never allow any reasonable agricultural 
policy to work smoothly. And the Government may then 
be tempted to decide that, if it has to endure the farmers’ 
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fury in any event, it may as well fight as a lion, believing 
in the benefits of free markets for consumers, not as a sheep 
dependent on the rural vote. 

Sheepishness certainly has not paid in the case of eggs. 
The interim marketing system—adopted early this year to 
placate the consumers while making some move towards 
freedom—has worked badly, and this week the Government 
has had to make “ special arrangements ” to keep it work- 
ing. The main arrangement is to raise the support price to 
4s. 7d. a dozen—roughly the price that producers had been 
getting—although this is the period of relative scarcity. 
There is little freedom, and less efficiency, in a system that 
requires Government intervention of this kind. 


Plump Pay Packets 


HE figures published this week by the Ministry of 

Labour put the average earnings of men in April, 

19§3, at £9 §s. 11d. a week. This compares with £8 13s. 7d. 
twelve months earlier. 

For the purposes of wage claims every union is anxious 
to show that its workers are in real terms far worse off 
than they were at some date in the past, and great statis- 
tical prowess is shown in finding a date since when it can 
be claimed that prices have risen more than wages. An 
interesting date to take is the official beginning of Sir 
Stafford Cripps’s wage “ freeze ” early in 1948. Since then, 
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as the chart shows, average weekly earnings have kept 
consistently ahead of the rise in retail prices ; over the five 
years, they increased in real terms by nearly 6 per cent. 
But earnings are never taken into account by the unions 
in formulating wage claims. Wage rates have followed a 
more uncertain course, but on the whole have kept pace 
with prices ; they were losing ground earlier this year, but 
the fall in the retail price index of one point in August 
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brought wage rates into almost exactly the same relation 
with prices as they had in 1948, These figures, and tii] 
more the figures for earnings, make complete nonsense of 


all the talk about the workers’ falling standard of living thay 
so often comes out of Labour meetings. 


Good Pay for Youth 


HE Burnham Committee has just completed the full- 
dress review of teachers’ salaries that has become a 
triennial event. The increases it recommends, if accepted 
by the constituent bodies, will come into effect in April, 
1954. A cost-of-living bonus of {£40 for men and {32 
for women was granted as recently as the middle of last year, 
and there is nothing startling about the new proposals. 
With one exception, they are simply a further step in 
pursuit of the cost of living. The new basic scale for 
qualified assistant teachers compares with the previous 
scale as follows: 


Present New 
Mes 225555 £415-£18-£670 £450-£18-£725 
Women ...... £370-£15-£536 £405-£15-£580 


Increases in the allowances for head teachers are also recom- 
mended. The new provision is an allowance for graduates 
with first-class degrees of £30 for men and. {24 for women. 
This may also be given to second-class graduates at the 
discretion of the local authority. It is an addition to the 
existing allowance ({60 for men, £48 for women) given 
to all graduates. 

The effect is that next year a first or second class 
graduate teacher should start work at {£540 a year (for a 
man).- This is markedly better than his civil service 
counterpart, and slightly better than industry or the univer- 
sities usually offer. The trouble with teaching is that the 
prospects are so poor. The male teacher reaches his maxi- 
mum at about 37 or 38 ; thereafter, unless he gets a head- 
ship, there is nothing further to hope for except a “ special 
responsibility ” allowance which will only occasionally 
bring the schoolmaster over the £1,000 mark. 

The solution cannot be a large and universal increase at 
the upper end of the scale, which would be prohibitively 
expensive even if the majority of teachers were worth morc. 
A selective policy is needed. Many local education autho- 
rities have made little use of the “ pool” of 4s. per child 
that they were empowered to create three years ago, as 4 
fund from which to increase salaries in specific cases. 
Attempts will probably now be made to get such pools 
used more effectively, rather than to alter the basic scales 
in favour of special categories of teachers, 


Green Light at Strasbourg 


a week, it seems that the log-jam of interlocking 
objections that has so long blocked progress towards 
the European Defence Community is at last beginning ‘© 
shift. On Monday, when delegates from the six govern- 
ments of the Schuman community assembled in Rome, they 
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were in pessimistic mood. Despite the impetus given by 
Dr Adenauer’s electoral victory to the European movement 
as a whole, the project for a six-nation political community 
which the Rome meeting was to discuss had run up against 
the fears of the Gaullist elements in the French coalition— 
an ironic as well as an awkward situation, for it was originally 
France that devised the political community as a check on 
German influence in the EDC. The news from Strasbourg, 
where the Council of Europe was debating M. Spaak’s call 
for early action on the EDC, was not encouraging ; the 
Germans had taken exception to a Dutch proposal for the 
“ Europeanisation ” of the Saar, and a number of delegates 
—among Whom several British MPs were prominent—had 
successively attacked M. Spaak and one another without in 
any way advancing the general cause. 

On Tuesday, however, the Foreign Under-Secretary, Mr 
Nutting, made a strong impression on the delegates at 
Strasbourg when he described the relationship that Britain 
was prepared to accept as regards the EDC as 


closer than any we have known before . . . even closer 
than the relationship we hold with the High Authority 
of the Coal and Steel Community. 


The reaction was immediate. Later on the same day, 
M. Guy Mollet, the secretary-general of the French Socialist 
Party, told the Council that in view of Mr Nutting’s declara- 
tion his party hoped to be able to vote for the ratification of 
the EDC treaty. M. Mollet made this offer conditional 
upon a Satisfactory agreement on the form of the political 
community ;. but it was none the less an important initia- 
tive for the French Socialists to rush into the breach in 
M. Laniel’s coalition created by its right wing’s opposition 
to the EDC. Without belittling the obstacles that still lie 
ahead, it can surely be said that this week’s events at 
Strasbourg have given Europe the green light for at least 
one move forward. 


Herr Ulbricht Surveys Defeat 


HE East German Communist leaders have now taken 
stock of their situation after the victory of Dr Adenauer 
in the Federal elections. Herr Ulbricht has surveyed future 
policy in a long address to the central committee of the 
Socialist Unity Party. It is a very sorry state of affairs that 
he discloses, in both the economic and political fields ; and 
the Communist doctrine can find no effective way in 
which to deal with it. One of the most important revela- 
tions made by Herr Ulbricht was that many party members 
have given up hope as a result of Dr Adenauer’s success, 
coming as it did after the concessions made to East Germans 
and the June revolt. “ Bourgeois vacillation ” is now affect- 
ing large numbers of the faithful, particularly among the 
400,000 members of the party who are former Social 
- Democrats. As a result, the Communist regime is in future 
to rely almost entirely on the solid core of reliable 
“ activists,” of whom there are, according to Herr Ulbricht, 
only about 150,000. They are to stiffen the security police 
in the factories and in all branches of administration, and 
will have to be busy men indeed. 
The “new course” in the East German economy that 
was announced last summer has not been entirely reversed ; 
but Herr Ulbricht made it plain that no way can be found 
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to avoid increasing the existing inflation except the orthodox 
one of making output rise at a greater rate than wages. 
“Norms ” on which piece-rate wages are based will, after 
all, have to be raised, although one of the main reasons why 
the workers revolted in June was their objection to this 
step. In spite of the Soviet government’s help, Communist 
policy is faced with bankruptcy, and it is, in the circum- 
stances, almost pathetic to hear Herr Ulbricht churn out 
the old story that East Germany must and will prove to the 
West Germans that the Communist system is superior to 
capitalism. 

It seems evident from Herr Ulbricht’s survey that the 
Soviet. government will make no concessions on German 
unity at any four-power conference. Germany, he still 
repeats, can only be united by the forceful overthrow of the 
Bonn regime ; and that can only be. achieved if the Social 
Democrats make common cause with the Communists. 
Herr Ulbricht emphasised to his anxious colleagues that 2 
Germany united in this way would, of course, take over 
the basic features of the eastern system. In view of the 
German election results, it is no wonder that he himself 
forecast that reunion on these terms is a long way off. 


Northern Rhodesia Unagreed 


HE conference on the Northern Rhodesian constitution 
broke up this week and with it has gone any hope that 

the racial tension heightened by Central African federation 
will be quickly relaxed. The African and European delega- 
tions failed to reach agreement, and Mr Lyttelton was 
therefore forced to put forward his own proposals. The 
constitution at present provides for a Legislative Council of 
23 members consisting of 9 officials, 10 elected Europeans, 
2 elected Africans and 2 nominated unofficial members 
representing African interests. The Executive Council 
consists of 11 members of whom 7 are officials, 3 unofficial 
Europeans and one is an unofficial nominated member 
representing African interests. Mr Lyttelton’s proposals 
will increase the size of the Legislative Council to 26. The 
official membership is reduced by one and there are to be 
two additional elected representatives each for the Africans 


INDUSTRIAL 


STOPPAGES 


IN BRITAIN 


TOTAL WORKING 
DAYS LOST 
[THOUSANDS] 
Cumulative figures 


A D 
JFMAMJJASON } hout the year 








842 


and Europeans. The Executive Council is to be reduced to 
9 by the removal of two officials whose functions have now 
become a federal concern. All members are to hold port- 
folios and will constitute, in embryo, a government front 
bench. 

The Colonial Office have given away as little as possible. 
Official members will still hold the mathematical balance 
on contentious issues and the small concessions to both 
races are equal handed. Yet, if only because their case was 
most modest, Mr Lyttelton appears to yield more to the 
Europeans than to the Africans, They asked for three 
new seats in the legislature and have got two ; the Africans, 
who wanted parity with the Europeans, have gone away the 
more disappointed. 

The damage has been done, however, not by the new 
solution, but by the false expectations that preceded the 
conference. The African argument for equal representation 
is that federation has left native affairs to the territorial 
government and that in this they have a right to insurance 
against their suspicions of the new federal government. But 
to have given in to this demand would have looked like 
an admission that the federal structure was unsound and 
would have placed an unbearable strain.on the infant federa- 
tion by angering the Europeans. It is a pity, however, that 
Mr Lyttelton has not made, in compensation, the gesture 
that was open to him, by extending the franchise to British 
protected persons. At present an African who satisfies the 
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edition had to be a small one, and it went out 
of print almost at once. It has now been re- 
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other qualifications can vote on the common roll only if he 
becomes a nationalised British subject. To change this js 
admittedly difficult, because it raises the whole issue of 
separate racial representation. But if Mr Lyttelton could 
meet the Africans on this point when he visits Rhodesia 
next year some prospect of racial harmony might be 
restored. 


Ceiling for Houses . 


OUSE-BUILDING is not going so smoothly as it was <up- 
H posed to be. According to an official of the Minisiry 
of Housing, not more than 300,000 houses will be built this 
year. To hit this famous Tory target within two years of the 
Government’s taking office is, of course, a great achieve- 
ment from its own point of view. But it has been antici- 
pated for some time. Indeed, the monthly rate of com- 
pletions has been so high that the 300,000 seemed likely 
to be exceeded by a comfortable margin. In the seven 
months that ended in July 172,§10 houses and flats were 
completed in Great Britain. This is an increase of 30 per 
cent compared with the same months of 19§2. If the same 
percentage increase were maintained for the rest of the 
year, nearly 312,000 houses and flats would be completed 
im 1953. ; 

The Ministry, however, seems to estimate that not more 
than 255,000 houses will be built to let and 45,000 for 
sale, making 300,000 in all. More houses than ever have 
been started, but the rate of completions in the last months 


of the year is not expected to maintain its lead over the 


rising rate of the year before, because materials are becom- 
ing scarcer. Bricks have been scarce for months. It is true 
that the capacity of some brickyards is not being fully used, 
in spite of Ministers’ exhortations to the housing authorities, 
and the Ministry of Works has therefore never admitted 
that a “general shortage” exists. But most builders arc 
very conscious of it all the same. 

The ceiling set by the shortage of materials deprives the 
Minister of Housing of one of his stock replies to Labour 
critics. He has always been able to maintain that he is 
not building houses for sale at the expense of council houses, 
because the numbers of both were increasing. Labour wil! 
no doubt now be quick to say that the private houses arc 
holding back council building. This does not make M: 
Macmillan any less right to encourage house building with- 
out subsidy, but politically he will no longer be able to 
have the best of both worlds. ae 


Malan’s New Gambit 


R MALAN’S bill, which would have removed the Cape 
Coloured voters from the common roll, failed by 16 

votes to get a two-thirds majority at a joint sitting of bo:h 
houses of the South African parliament. Undismayed by 
this setback, the government introduced last week a bill 
late Division of the 
Supreme Court into two sections, one dealing with civil and 
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Asbestos is made up of millions of fibres 





and the short of it 


some long, some short, according to the thickness of the seams, 


which are found between layers of rock. Amosite, for instance—produced from the Cape Asbestos Company’s 


mines—consists of some of the longest fibres. When these have been divided and bulked together again, they 


occupy about twenty times their original volume because they trap thousands of minute air cells within their 


mass. It is this which gives the Company's famous “ Caposite ™ 
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insulation its unique light, open texture and 


exceptional insulating efficiency. But long or short, Asbestos fibres are playing an increasingly large part in 


industry. If you are in any doubt about the value of Asbestos materials for your own purposes, consult 
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Then here is an important fact about 


Good Housekeeping magazine which should be , 





made quite clear. Particularly so in respect of 





your clients selling goods to women 


for the family or the home. 


Good Housekeeping is not just another 


high class magazine. 


It is a specialist publication, 
supported by the world’s most famous 
authority on homes and homecraft— 


the Good Housekeeping Institute. 


Its readership has a specific and 


concentrated interest—home interest. 


Good Housekeeping is, in fact, as much 
a specialist journal for the home as is a 
motoring magazine to the enthusiastic motorist 


or a gardening journal to a gardener. 


Remember this when planning your clients’ 


advertising campaigns for 1954. 





SK As the Hulton Readership Survey 1953 shows, Good House- 


keeping is read by more ABC Class Housewives with children 


under 16, than any other Home Monthly magazine. 


Good Housekeeping — Britain’s foremost home magazine 
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cruninal appeals, the other with constitutional matters—the 
obvious assumption being that some or all of the judges 
sitting in the constitutional section would be newly 
appointed. Thus is revealed the hitherto secret plan to 
circumvent the constitution. 

The temporary reverse in parliament is not causing 
Dr Malan undue concern. Indeed, on balance he may feel 
that he has gained more than he lost. It was always obvious 
that he commanded insufficient voting power in parliament 
to push through the bill, and thus he cannot have lost 
prestige among his own supporters. On the other hand he 
can now claim that he has at least gone through the motions 
of seeking constitutional sanction for the policy of apartheid. 
Furthermore, it will be easy to switch the charge of under- 
mining the constitution, which his opponents effectively 
used against him, back on to them. It is all the more 
likely to stick because of the doubts and dissensions within 
the United Party. Thus, baulked for the moment in parlia- 
ment, Dr Malan can nevertheless feel he has secured a 
tactical triumph over the opposition. There are ominous 
symptoms of disintegration in the United Party, whose 
coming party congress may well be decisive. 

The new bill is a transparent maneuvre to muzzle the 
courts. It may be that, having got it on to the statute books, 
the government will take the indirect step of packing the 
Senate, and then reconvene a joint sitting and thus force 
through the Coloured voters bill. In this way it would hope 
to avoid the charge of tampering with the courts, while still 
having the assurance of a sympathetic hearing to fall back 
on, should there be an appeal to the newly created consti- 
tutional division of the Supreme Court. But, once having 
forced through a measure which strikes so fundamentally 
at traditional court procedures, the government would have 
no further need of devious tactics ; it would be in a_position 
to legalise virtually anything. 


Projects Without Stalin 


HE “ Stalin great projects” have ceded pride of place 
in Russian domestic propaganda to “ the needs of the 
Soviet consumer.” Indeed, very little is now to be found 
in Soviet articles or broadcasts about the various plans for 
“ changing nature” which before Stalin’s death received 
so much publicity. Does this mean that all the plans for 
new canals and power stations, as well as the irrigation 
schemes, were dropped as soon as their nominal author left 
the stage ? On balance it would seem that work on many 
of the projects will proceed, but that the great, advertising 
campaign is no longer appropriate. Before Stalin’s death, 
when the energies of the country were concentrated on the 
development of heavy industry and armament, much ado 
about the “ great projects of Communism ” provided a use- 
ful smoke-screen, a proof of the peaceful character of Soviet 
construction. Now that the Russians have admitted that 
they have developed atomic weapons, and are also looking 
for all possible resources that can be switched to consumer 
goods industries, there is no need for such a cover story. 
While these projects received a share of publicity out of 
all proportion to their actual role in the Soviet economy, 
they do play nevertheless an important, if secondary, part 
in it. Thus, the two biggest ones—the Kuibyshev and 
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Stalingrad projects on the Volga, to be completed in 1955 
and 1956 respectively—are intended to provide 20 billion 
kwh per annum, irrigate 2.5 million hectares of land and 
supply water for an additional area of 11.5 million hectares. 
The additional grain, cotton, sugar-beet and rice that can 
be grown on irrigated land should be of great assistance to 
Khrushchev in his plans for stepping up agricultural 
production. 

Some more ambitious schemes—such as the transforma- 
tion of western Siberia through changing the course 
of its rivers—may be postponed, if they were ever really 
contemplated for the near future. The whole rate of con- 
struction may also be slowed down to release resources for 
more urgent tasks (it has been disclosed that the irrigation 


~ of the Volga region is badly behind schedule). This would 


account for Khrushchev’s silence on this topic in his latest 
long report, which contrasts strangely with the fact that, 
not so long ago, the projects were held to be a perfect 
panacea for Soviet agriculture. The “ great projects,” like 
the Soviet Constitution and the Five-Year Plans, have lost 
the epithet “Stalin.” Their myth disappeared together 
with the cult of their patron. Yet as indispensable, prosaic 
constructions, the more realistic of them are likely to survive 
the myth. 


The Price of Publicity 


HE cost of presenting the Government to the governed 
+ is being reduced again this year. The White Paper* 
on the information services for the current year, now 
belatedly published, shows a cut of some {£250,000 in 
estimated expenditure on home information ; this 10 per 
cent cut leaves a total of just over £2,250,000. By contrast, 
the cost of the overseas information services has been held 
almost constant, at just under the {10 million mark: 

Last year’s cuts included the total disbandment of the 
Crown Film Unit and the mobile projector service asse- 
ciated with it. The reductions this year are piecemeal ; the 
chief sufferers have been the Ministry of Labour, the 
Ministry of Food, and, taking a broom into its own house, 
the Treasury ; the Service departments have come off 
lightly. Most of the money saved comes from the Central 
Office of Information’s vote, which means that economies 
have fallen largely on the Government’s specialised pub- 
licity programmes. The Ministry of Labour, for example, 
has largely handed over recruitment advertising for the 
mines to the National Coal Board, and the Ministry of Food 
has cut heavily into its programme for advertising, exhibi- 
tions and lectures. 

There is thus a welcome shift of emphasis within the 
information services. The Government is providing less 
information direct to the public through advertising and 
through its own publicity devices, while the machinery for 
giving information to the press has been maintained: 
indeed this service has in some departments been consider- 
ably improved. Economy apart, governments should not be 
trusted to do much purveying of their own information, 
but it is probably now true to say that the process of 
pruning information staffs cannot be carried much further 
without beginning truly to lessen public knowledge. 


* Cmd. 8949, 
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Alarums and Excursions 


T seems increasingly unsafe for the guardians of the Iron 

Curtain to allow their subjects to get anywhere near 
the exits. The world has become accustomed to the flow 
of refugees from Eastern Germany, which, despite its 
remarkable proportions, has virtually ceased to be “ news.’ 
But the past fortnight has seen some more sensational 
defections from the Communist camp. Dr Korowicz, a 
member of the Polish delegation to the new United Nations 
Assembly, had only been three days in America before he 
eluded his bodyguards and sought asylum. Another Pole 
who appealed for sanctuary in Korea had, ironically enough, 
been sent there by his government as a member of the 
“ neutral ” mission entrusted with the care of prisoners of 
war reluctant to return to Communist rule. And the North 
Korean who flew his MIG across the lines on Monday con- 
tributed his own paradox when he revealed that he had 
heard nothing of the famous reward of $100,000, but ‘had 
escaped simply because he wanted to. 

A background of events like these, not to mention the 
latest chapter in the Maclean story, makes it readily under- 
standable that this week’s reports of the escape of Lavrenti 
Beria should have been given such prominence. The Beria 
stories have, of course, become less credible as they have 
multiplied. Yet, given the macabre secrecy that now 
shrouds the Communist world, and the melodrama that 
necessarily surrounds any escape from it, it is hardly sur- 
prising that the reaction of many people to the Beria 


reports has been one of suspended belief rather than blank 
incredulity. 


Germany Invests Overseas 


EDERAL GERMANY is now launched on its postwar 

career as overseas investor. The Bonn government’s 
new economic agreement with Brazil is the first to reflect 
Germany's position a3 a creditor to under-developed 
countries and its determination to secure long-term markets 
overseas. In order to even out the Brazilian debt, which is 
still about $90 million, German deliveries will be less than 
those in the other direction. German sales are to amount 
to $90.5 million, of which nearly half will be essential 
capital equipment to be financed by long-term German 
credits. Five years is mentioned as the probable length 
of credits. Another $17 million is to consist of machinery, 
while $10 million is set aside for supplying and assembling 
vehicle parts—an item no doubt required on account of the 
Volkswagen factory that the Germans have established in 
Brazil. Apart from stipulating that at least 30 per cent of 
German exports shall be capital equipment on credit, the 
Bonn government approves the setting up of joint German- 
Brazilian enterprises, and of purely German factories that 
will buy their equipment in Germany. 

A joint German-Brazilian commission is to be formed to 
supervise the carrymg out of the agreement. The com- 
mission will investigate German proposals for investments 
with an eye to their benefit to Brazil’s economy . and 
Germany’s position as long-term supplier of engineering 
goods. The German section of the commission will come 
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ingement indicating the 
sound appreciation which Balto tate 2 the part 
that trade relations play in foreign politics. 

The big steel works in India for which Krupp and Demag 
have secured the contract will also represent a G:+man 
overseas loan. The two German firms will set up 2 joint 
company to finance and erect the works, which wil! have 
an initial capacity of $00,000 tons of crude steel 2 ~ car. 
and will double this figure in the second stage of con:truc: 
tion. The first stage will cost $150 million, of which z 
German consortium will provide $20 million, the | idian 
government and the International Bank Supplying the rest, 
This development, with the Brazilian treaty, is a fresh 
landmark in Germany’s recovery. Though the |. of 
contracts is bitter to British industrialists, the over: cing 
consideration must be that German enterprise should find 
a safe outlet. If Krupp-does not build guns, he mu:: be 
allowed, in fair competition, to build steelworks, ©: the 
consequences for Europe will again be disastrous. 


Obscenity, 1953 


AST weck, at Douglas, in the Isle of Man, Boots Book- 
1: lovers Library was fined a nominal sum of {1 on cach 
of two counts for “lending upon hire an obscene book.” 
The books in question were two reputable novels included 
in the library (as no doubt they are included in 
many other lending libraries) as part of its normal stock 
in trade. The prosecution was under a Manx’ Act that 
does not seem to be substantially different from the |aw 
in force in the United Kingdom. It was heard by the 
High Bailiff, who said that he found the library “ guilty” 
with reluctance, but was bound by the law. The word 
“ obscene” meant “ suggesting unchaste or lustful ideas.” 
These books could do that ; therefore their lending was 
a criminal offence. And no doubt any police constable in 
any part of this country could have taken two similat books 
from any other library shelf and could have undertaken a 
similar prosecution and secured a similar conviction. 

On the whole, the average man has a pretty good idca 
when a book sets out to trade on obscenity and when the 
“obscenity” in it is technical rather than dangerous. Put 
how can that sense of fitness, or taste, be reduced to a |czal 
formula which will not make nonsense of itself 2? To per- 
vertedminds, there is probably some “ obscenity,” in ‘he 
dictionary sense, in a considerable proportion of published 
novels. Can the reactions of a minority be allowed (0 
dictate the judgments applied to alll literature ? It is 1'uc 
that one magistrate will be shocked by a book that wll 
leave another indifferent. Is that an argument for sct'ng 
up a board of censorship, to secure uniformity ? 

The reply to each question is, of course, “no.” Prob: ly 
the only solution—and it may be thought of as an eva¥0n 
—is to leave prosecutions to the good sense of the lice 
authorities. There is certainly a case for one legal cha! 
laying it down that no prosecution should be started w: ith 
out the consent of the Director of Public Prosecutions : <1 
would eliminate the- elements of chance and local prod- 
nosery. But it is hard to see how obscenity itself can be 
redefined in a statute, for standards of taste change [27 
eee 
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Letters to the Editor 


The Economy of 
Development 


Sir—On August 22nd, in a leading 
article reviewing Mr Harold Wilson’s 
book, “The War Against World 
Poverty,” you were severely critical of 
all of us who urge that Britain ought to 
make a much larger contribution to the 
economic development of _ under- 
developed countries. - You left on my 
mind the strong impression that in your 
opinion, despite our naive warm- 

he heart we are actually doing mere 

arm than good by recommending 

-ourse which, if pursued, would lead - 
1 rate of economic growth greater than 
the “ecological environment” of the 
underdeveloped countries will allow ; 
and I am sure that you gave great moral 
comfort to all these who do not want us 
to contribute anything to meet the needs 
of peoples far poorer than ourselves. 

On September 5th you were consider- 
ing the same problem, not in a general 
ind (if I may say 80) somewhat doctrin- 
aire manner, but in relation to the hard 
practical problems of Malaya. In Malaya 
you found no risk whatever of economic 
jevelopment outpacing the environ- 
mental possibilities. the contrary 
vou found that grave dangers ate arising 
because the rate of economic develop- 
ment is teo slow, and that all the 
practical necessities of many useful 
forms of economic development are 
ilready present with the exception of 
.dequate assured finance. You ended by 
hoping that the problem. would be 
ipproached “in as broadly generous 
ind imaginative a spirit as the Treasury 
will permit.” 

Sir, you will know well enough that 
what the Treasury will permit is 
governed, largely though not exclusively, 
by the Treasury estimate of the state of 
public opinion.—Yours faithfully, 

RicHarD ACLAND 
House of Commons 


Role of the Investment 
Trusts 
Smr—Agreed that the market in the 


ordinary shares of investment trusts is_ 


narrow, and that share prices fluctuate 
considerably ; such shares are therefore 
not attractive to the small short-term 
investor. But to conclude, as you do, 
that they are not particularly suitable for 
any small investor is another matter. 





and of capital values over the past 20 or 
§0 years. 

Is the well managed investment trust 
really so difficult for the small investor 
to choose? To buy the stock that is 
cheapest in any particular week does 
involve highly complicated calculations 
which are probably beyond him. But to 
buy a good long term holding the past 
record of the management provides a 
fair guide, and one that is readily avail- 
able. 

But even if the small investor does not 
acquire many ordinary shares, what of 
the debentures and preference shares 
that made up £243 million of the £395 
million of investment trust capital in 
your sample ? They seem to have been 
omitted from consideration in the rest of 
your article. Are they not suitable, or 
at least as suitable as any other fixed 
interest investment in an age of inflation, 
for the small investor ? 

You state, “ Unfortunately, however, 
it is precisely in this task of mobilising 
the smail man’s savings for risk invest- 
ment that the trusts’ achievesnents have 
so far been most disappointing.” Have 
you studied the share registers in order 
to discover to what extent the trusts do 
mobilise the small man’s savings? If 
not, how do you know? The only 
indication you give of the use of funds 
for risk investment in Britain is the 
estimate of £325 million invested in 
British industrial shares. That surely is 
only one small part of the information 
needed. How important are the trusts 
as subscribers to and underwriters of 
new industrial issues ? To what extent 
do they help to make a market in such 
issues ? What about the nursing of 
small firms prior to issue done by the 
Glasgow Industrial Finance group in 
Scotland and by others in London ? 

It will probably be found that the 
contribution made by the investment 
trust movement to the solution of the 
risk capital problem is small and might 
be enlarged ; but the difficulties are con- 
siderable. The investigation of numerous 
small risky projects at or before the new 
issue stage of development is a very 
different job from the management of a 
portfolio of established securities.— 
Yours faithfully, 

RONALD F. HENDERSON 
Australian National University, 
Canberra 


European Refugees in 
China 


oft pel gay ot onde 
t 29th is a very e 
on behalf of the many — of 
European refugees caught in a desperate 
om? in Communist China, How 
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his information on the movement of 


these refugees to new homes overseas is 
outdated. 


It is true, as he states, that fewer than 
a thousand refugees left in 1952. (The 
exact number moved by the Inter- 
governmental Committee for European 
Migration was 878). Since February, 
however, there has been a steady in- 
crease in their evacuation and the first 
seven months of this year have seen the 
departure of 1,714 refugees for perma- 
nent resettlement, principally in the 
Latin American republics. Despite the 
fact that movements have increased, 
there were still over 3,700 potential 
visas on hand at the start of July, some 
2,000 more than at the start of the year. 
In addition, the recently enacted US 
Refugee Relief Act of 1953 provides for 
the issue of 2,000 visas to non-Asian 
refugees in the Far East before the close 
of 1956. 


This encouraging progress is largely 
due to the search for placement oppor- 
tunities carried on by the voluntary 
agencies. The money for the movements 
accomplished came from a special Trust 
Fund, created by the International 
Refugee Organisation at the time of its 
liquidation. This fund will be exhausted 
some time in December of this year, at 
which time there will still remain ia 
China roughly 17,000 refugees, of whom 
it is estimated that 10,000 would be abie 
to immigrate to other countries over the 
next two or three years, assuming that 
the political situation remains substan- 
tially unchanged. 


ICEM estimates that these move- 
ments would cost approximately $6 
million, and the organisation ‘has 
launched an appeal to its 22 member 
governments and others to assist.— 
Yours faithfully, SIDNEY SHORE 
Geneva 


London Airport 


Sm—There is one point that was not 
mentioned in your Note on the develop- 
ments planned at London Airport— 
indeed, it is a point on which there 
seems to be a conspiracy of silence—and 
that is how the passenger is to be trans- 
ported between the airport and London. 
British European Airways have recently 
removed their terminal to a new site 
some 3} miles further away from 
Heathrow than the old. The buses are 
timed to leave there an hour and a 
quarter before the plane departs, and you 
are asked to be at the terminal at least 
fifteen minutes before the bus leaves. 
(Nor will it pick you up en route even 
if it passes your front door, but that is 
another matter.) 

What is the point of spending £26 
million on the airport if it has. such 
ridiculous communications with the city 
it is supposed to serve? Yet the 
Waterloo terminal stands alongside an 
electrified railway line which passes 


within a mile and a half of the new air- 
port ; a connection could be made right 
into the basement of the terminal build- 
ing for a fractional addition to the £26 
million. The railway is quadruple-track 





848 


most of the way and not unduly 
burdened; trains could cover the 
distance in twenty minutes. The BOAC 
terminal in Buckingham Palace Road 
could also be connected, though less 
easily, as there would not be a straight 
run through Clapham Junction. 

I believe there was a plan to provide 
this railway link at one stage. What has 
happened to it? Is it gripped in the 
paralysis that seems to affect everything 
connected with the railways? If it is 
right to spend so much money on an 
airport, surely it would be worth while 
to do the job properly.—Yours faithfully, 

GLOBETROTTER 


Mr Deakin 


Sir—Discussing the decision of Mrs 
White to withdraw from the contest for 
membership of the Executive of the 
Labour Party you state with every sign 
of approval: “But at Morecambe a 
year ago Mr Arthur Deakin abruptly 
withdrew from her support the massive 
bloc vote of the Transport and General 
Workers’ Union.” Is a state of affairs 
when a single individual can “ abruptly 
withdraw ” over a million votes wholly 
in conformity with the usual democratic 
process you so fervently (and rightly) 
uphold ? Who can disagree with your 
conclusion that “... Mr Deakin and his 
colleagues . . . have had to do virtually 
all the dirty work in combating 
Bevanism ” ?—Yours faithfully, 

Cockermouth T. BALOGH 


[It would be equally foolish to argue that 
the “usual democratic process” is denied 
whenever an elected Government does 
anything without holding a referendum. 
Does Mr Balogh misunderstand the phrase 
“ dirty work ” ?—-Epiror.] 


Ariel and Caliban 


Smr—In his* letter in your issue of 
August 22, 1953, Mr Day states that 
technical and economic conditions must 
assure that competition in television can 
only be between a small number of large 
units. 

This seems questionable. If the ultra- 
high frequencies of Bands 4 and 5 are 
used, up to 93 channels would be avail- 
able. Even if allocations did not cover 
the whole of those two bands, in accord- 
ance with the Television Advisory Com- 
mittee’s recommendations, it still allows 
for about 50 stations. Since the Ameri- 
cans use these frequencies, there is no 
reason why the British radio industry 
should not be able to do so as well. It 
does not appear that technical conditions 
necessitate oligopoly. 

It is more difficult to assess the 
economic factors. But it was stated in 
your issue of December 27, 1952, that 
during 1953 the USA would have more 
than 250 television outlets. There are 
seven in New York City. Moreover, it 
appears that there have been a consider- 
able number of applications for licences 
to transmit in this country. — Practical 
working may thin out the numbers—but 
it need not necessarily do so.—Yours 
faithfully, 


Leeds Jonn G. WALKER 


aa 
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Practical 


PROBLEMS OF ECONOMIC UNION. 
By J. E. Meade. 
Allen and Unwin. 102 pages. 9s. 6d. 


ROFESSOR MEADE has an advan- 
tage over most other academic 
economists in that he takes proposals 
for economic union seriously. He does 
not regard the field as already over- 
populated with a rather frightening 
army of back-benchers, formidable lords 
and ladies, and emotional continentals, 
all grinding their idealistic axes above 
the undergrowth. Instead he dives 
terrier-like into the undergrowth him- 
self ; drags out about a hundred diffi- 
culties in approximately as many pages ; 
subjects them to a professional economic 
analysis; and then either propounds 
sweeping solutions or—more usually— 
sadly lays them aside unsolved. Some- 
times, unfortunately, the analysis is 
clothed in the ugliest jargon. There 
are pages and pages to explain that the 
“ arguments for free trade—the optimisa- 
tion of trade and the maximisation of 
production—rely throughout upon the 
assumption that prices correspond to 
marginal utilities to consumers and mar- 
ginal costs to society,” followed by more 
pages in the same style to explain why 
this assumption is often flat nonsense. 
Then, quite suddenly, Mr Meade has a 
delightful habit of sitting back and 
poking fun at his own jargon. Is the 
British system of taxing wine and sub- 
sidising milk, he suddenly asks, 
an inadmissible interference with the 
optimisation of trade and, incidentally, an 
indirect protection of a home industry, 
since milk is home-produced and wine 
imported ? Of is it a legitimate case of 
social economies and diseconomies to 
encourage the feeding of milk to British 
babies at the expense of the drunkenness 
of British fathers ? And who, pray, but 
Her Majesty’s Government is competent 
to decide such an issue ? 
In the end, Mr Meade believes that— 
on one proviso—it should be possible to 
move towards an imtegrated international 
market that would be characterised by 
free movement of goods, while leaving 
each national government sufficient 
freedom of action in controlling the trade 
cycle and influencing the distribution of 
income and property within its own 
boundaries. The proviso, which has 
become something of a King Charles’s 
head in all Mr Meade’s works, is that 
exchange rates should be allowed to 
fluctuate. But Mr Meade does not 
believe that national governments would 
have similar freedom of action in any 
economic union that aimed at unfettered 
movement of labour and. capital ; it is no 
accident, he remarks sadly, that “in the 
federal democratic states which really 


o : e 
Unionist 
work in the modern world more and 
More economic power is passing from 
the member-states to the central union.” 

Mr Meade’s own preference is, there- 
fore, for moving steadily forward “by 
a long process of small stages, acclima- 
tising ourselves to the change in condi- 
tions at each step.” Among the first 
steps he would like to see Nato 
developed further into an instrument for 
fair sharing of the common burden of 
defence ; the World Bank become an 
instrument for the efficient and just 
administration of an international budget 
of grants-in-aid; and Gatt institu- 
tionalised into an international trade 
organisation with its powers increased 
for the effective removal of trade 
barriers. Then he would like to see the 
International Monetary Fund, the 
European Payments Union and _ the 
sterling area become instruments for 
exchange equalisation between countries 
whose exchange rates. were free to 
fluctuate in markets which were cleared 
of controls over imports and current 
payments ; perhaps, as a start, this com- 
pletely free market would have to 
exclude the dollar world. 

All this is not what the federalists 
mean by economic union. But it would 
strike what many will regard as a fair 
balance between the long-term economic 
advantages and the short-term economic 
inconvenience of any union at all. 
Whether it would lead to greater political 
harmony or merely open more doors to 
international political friction is 4 
problem for statesmen—and emoton- 
alists—to decide. 


Prewar Tory 


ORDERS .OF THE DAY. 
By Lerd Winterton. > 
Cassell. 369 pages. 21s. 


ORD WINTERTON rounded off 

47 years of highly combative po!itics 
as Conservative Member for Horsham 
with a period as Father of the House 
of Commons, a role which he treated 
not as a courtesy title but as a nijor 
responsibility. In it he made a consider- 
able contribution to the functioning and 
development of Parliament, not only on 
the Committee of Privileges and on the 
Committee which planned the rebuild- 
ing of the Commons, but also in day-to- 
day interventions on matters of pro- 
cedure and taste. There was nothing 
pedantic or prissy about these interven- 
ions. “The lord,” to give him 
his Commons title (he added an English 


to his Irish rank in 1952), rightly 
saw the function of Parliament as that 





TH! 


of 

pol 
oul 
wi 








» 2 23 * = 


SV 


THE ECONOMIST, SEPTEMBER 26, 1953 


of providing an arena in which the 
political battles of the day can be fought 
out to a finish without quarter but also 
without malice. 


Lord Winterton combined a capacity 
for being vehemently partisan in his 
political opinions with an easy tolerance 
and reasonableness about matters of 
Parliamentary conduct and practice. He 
was a strong, though not always an 
orthodox, Tory throughout the interwar 
years, and it is largely.as an unashamed 
expression of the Tory views of those 
days that this book has lasting value. 
Lord Winterton was for Munich at the 
time, and he is for it now. He praised 
Baldwin then, and he praises him now, 
setting him, along with Mr Attlee, as the 
most astute political leader of our time. 
He recounts with relish his days in 
opposition to the Liberals before 1914, 
when He certainly did his best to see that 
the Whig dogs got the worst of it, and 
he speaks of Communism and Socialism 
in much the same terms of loathing and 
contempt. Yet he is warm in his praise 
of the Parliamentary qualities of Labour 
leaders and backbenchers in the postwar 
Parliaments, scorns those who think that 
Mr Bevan’s powers of abuse can be set 
alongside those of Mr Lloyd George 
or of the Irish Nationalists before 1914, 
and admits to having “ rather liked” the 
first Communist MP, Mr Saklatvala of 
Battersea. 


As a good Parliamentarian, Lord 
Winterton sees the main task for oncom- 
ing MPs as that of combating the growth 
of bureaucratic power, and he hints that 
too much has been made in recent years 
of alleged breaches of privilege. These, 
and a host of other points, important and 
unimportant, he sets out with that 
honesty and forthrightness which made 
him such an attractive and, at times, 
such an infuriating figure in the House 
of Commons. 


Growth and Depression 


MATURITY AND STAGNATION IN 
AMERICAN CAPITALISM. 

By J. Steindl. 

Blackwell. 248 pages. 30s. 


» this study—No. 4 in the monographs 

of the Oxford University Institute of 
Statistics—Mr Steindl sets out to 
examine whether the depression of the 
American economy from 1929 to 1939 
was the product of a long trend towards 
secular stagnation. He emerges not only 
with conclusions on thi:. point but also 
with two sets of theoretical concepts 
which are a distinct contribution to the 
increasing effort to create a dynamic 
theory of economic ‘ 


These new tools are a dynamic 
theory of the firm, which develops the 
theery of imperfect competition so that 
it may be linked to a theory of growth, 
See a new model. of growth itself, 

ased on original propositions concern- 
ing capital accumulation. The whole 
represents a sophisticated neo-Marxist 
theory of how capitalism, become 
increasingly monopolistic, runs down. 

The general proposition that binds Mr 
Steindl’s analysis of the American 








economy to his partial and general 
dynamic theories is, roughly, this: 
investment is systematically related to 
past buSiness savings, to the relative 
(fixed) indebtedness of business, and to 
the degree of utilisation of capacity. The 
rate of profit affects this system not only 
through its consequences for business 
savings but also through its psycho- 
logical effect on the degree of (fixed) 
business indebtedness that is acceptable 
to outside lenders. 


Using inadequate American data with 
energy and imagination, Mr Steindl 
seeks to establish the proposition that, 
round about the turn of the century, the 
growth of monopoly produced a sys- 
tematic tendency towards excess capacity 
in American industry ; this process, in 
turn, set in motion a self-reinforcing long 
term decline in the rate of capital 
accumulation, business savings, utilisa- 
tion of capacity, etc. Although the 
greater degree of monopoly raised profits 
in the short run in the monopolistic 
sectors, the general rate of profit declined 
over the longer period, affecting the 
level of business savings, capital accumu- 
lation, and so on. 

Existing data by no means support 
these related hypotheses unambiguously; 
and the author is rigorous in pointing to 
gaps and movements in the statistics 
contrary to his hypothesis. Broadly 
speaking, it may be said that the evi- 
dence on the effective degree of 
monopoly in American industry by no 
means bears the weight that this 
hypothesis would place on it ; that any 
treatment of the period 1929-39 which 
ignores the world context in which the 
American economy operated after 1919 
is bound to be incomplete ; and that to 
move from evidence of decelerating 
growth rates to a persuasive case for 
secular stagnation requires the explora- 
tion of bodies of evidence that the 
author, ex hypothesi, wholly ignores. 

Mr Steindl’s major problem, in his 
own terms, is that his theory of Ameri- 
can stagnation proves too much: after 
all, until 1929, the United States was not 
in the grip of cumulative depression, 
but growing rapidly at relatively full 
employment, despite some possible (but 
not wholly clear) evidences of long run 
deceleration. Mr Steindl finds a tem- 
porary compensatory factor, which con- 
cealed the underlying erosion of 
American capitalism, in the development 
of corporation finance by share issues to 
the public. This institutional innovation 
permitted business to substitute external 
savings for its own savings without 
increasing the proportion of external 
fixed obligations, of which the author 
makes so much. The collapse of the 
stock market in 1929, by cutting off this 
fortuitous source of equity capital, 
revealed the true decadence of the 
American economy. 

There is hardly a page in this tren- 
chant analysis where the reader will not 
have questions or wish to introduce 
factors ruled out by the author in order 
to produce his simple, powerful analysis. 
Mr. Steind! is not wholly persuasive. 
His book is, however, a serious, 
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contribution to dynamic theory ; and his 
chapters on firm and industry are of 
major importance, linking as they do the 
determinants of general growth to those 
factors which determine the performance 
of the individual entrepreneur and of 
particular sectors of the economy. 


Dry Churchill 


THE MARSHAL DUKE OF BERWICK. 
By Sir Charles Petrie. 


Eyre and Spottiswoode.. 368 pages. 25s. 


1A who knew him 
well, found the Duke of Berwick 
reserved and rather dry; and Sir 
Charles Petrie’s painstaking biography 
only confirms this judgment. The 
author has enjoyed access to the archives 
of the Duke of Alba, but these appear 
to have yielded ‘little fresh information. 
Berwick, the illegitimate son of Arabella 
Churchill and James II, was educated 
by Jesuits in France and early acquired 
an authoritarian cast of mind. Nervous 
of the vicissitudes of politics, he pre- 
ferred to be the unquestioning soldier. 
He had a considerable share of the 
military ability of the Churchills, but his 
talents and tastes were for the defensive. 
It is hard to imagine his uncle, Marl- 
borough, saying as Berwick did that 
what he had most coveted during his 
whole life was to have had a good 
fortress to defend. 

Sir Charles Petrie’s sympathy with the 
Jacobites has prevented him frorfrbring- 
ing out the irony of Berwick’s career, 
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Combines in 
Modern 


Industry 


By Alfred Plummer, B.Litt., M.Sc., LL.D. 
Third Ednttion. 25/- net. 


“ Dr. Plummer, in his survey and analysis 
of international combines in modern 
industry, has performéd an exceedingly 
difficult task with intelligence and 
clarity.” —Financial News. 


“A practical and comprehensive book for 
all students of economics and industry.” 
—bLondon Chamber of Commerce Journal. 


Parker Street . Kingsway . London . W.C.2 
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which was devoted to the laborious 
defence of France rather than to his 
family’s dream of retaking the position 
abandoned in 168%.. Berwick not only 
sought service in the armies of Louis 
XIV but became a French subject. He 
saved Spain for the Bourbons at the 
battle of Almanza and was rewarded by 
being made a Marshal of France and a 
Grandee of Spain, When in 1715 his 
half-brother, the Old Pretender, 
appointed him Commander-in-Chief of 
the forces in Scotland, Berwick refused 
as being a subject of France and fortified 
by opinions from “men of sense, able 
lawyers and casuistes.” James’s sulky 
comment was that he had suffered “the 
humiliation of courting a disobedient 
subject, and a bastard, too.”. But Berwick 
was appointed to the military command 
of Guienne ; and when he died he trans- 
mitted wide lands and two dukedoms in 
France and Spain to his sons. 


Sir Charles. Petrie has broadened his 
study by attempting to make it, as his 
sub-title shows, a picture of the age. 
But, as he acknowledges, his general 
conclusions are largely derived from the 
works of Dr G. M. Trevelyan and Sir 
Winston Churchill. Frequent quotations 
advertise the scissors-and-paste tech- 
nique, though the pungency of some of 
these quotations, particularly those from 
Sir Winston Churchill, enliven a narra- 
tive which is otherwise like Berwick’s 
own personality, “rather dry.” 


Crusader and Promoter 


MAN BORN TO LIVE. 
By Ellen Hart. 
Gollancz. 371 pages. 22s. 6d. 


HE Red Cross that is now a familiar 
emblem, clutched at in battles and 
disasters in almost every corner of the 
world, is less than a century old; its 
founder, Henry Dunant, was born just 


12§ years ago. He came to manhood at » 


a time when people’s consciences were 
unusually stirred by human suffering in 
its most dramatic forms—the suffering 
of prisoners, slaves and wounded men. 
Prison reforms and the abolition of 
slavery were under way, and indomitable 
individuals such as Florence Nightingale 
had begun the onslaught on the horrors 
of the military hospital. But even the 
efforts already made were limited by 
national barriers ; at Solferino in 1849 
wounded men who fell into the enemy’s 
hands expected nothing but cruelty. 
Dunant’s flaming account of their suffer- 
ings started a fire that has never been 
extinguished since. There is no need to 
exaggerate the debt of gratitude that 
humanity owes to him and to the band 
of pioneers who struggled with him 


through the first painful years of. the 
Red Cross. 


_ Yet Dunant himself was fated to sink 
into obscurity and poverty long before 
his death, and even today his personality 
is a shadowy one even to many of those 
who follow in his footsteps. Miss Hart’s 
biography is all the more welcome in 
that it reveals no saintly stereotype, but 
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one of the strangest of characters 

ead ee aris 
rep with a g tor aristocratic 
salons ; a Calvinist enamoured of mysti- 

“Napoleonism ; a tirelessly succe<sfy! 
evangelist who was at the same time a 
tirelessly unsuccessful business man. 
Business brought him to Solferino jn 
pursuit of concessions from Napoleon, 
and thereafter his long crusade was s1j\! 
interspersed with ill-fated speculaiions 
and promotions.” Moreover, this man, 
who for years fought against the apathy 
and obstinacy of a continent, lacked 
confidence even in himself ; he who did 
so much for his fellows came more and 
more to distrust, even to fear, them. 
Miss Hart may not have been able to 
expose the deepest roots of this com- 
plex and contradictory personality, but 
she has written a fascinating story which 
must give rise to further speculation 
about the human origins of great causes. 


Arabia Revised 
SAUDI ARABIA. 
By K. S. Twitchell. 


Princeton University Press (London: 
Geoffrey Cumberlege). 231 pages. 32s. 6d. 


F the Arab countries, only Saudi 

Arabia and the Yemen remain little 
known. They are seen in the distance 
by travellers who fly or sail to the east, 
but closer acquaintance is seldom made 
because neither is keen to give visas 
except to Moslem visitors. Yet Saudi 
Arabia is important, both spiritually and 
materially, to much of the world, for it 
contains both the holiest city of Islam 
and ten per cent of the world’s oil 
reserves. 


When Mr Twitchell’s. handbook was 
first written im 1946, it provided the 
traveller with information unobtainable 


-elsewhere on everything from roads and 


the right behaviour with a coffee cup to 
history and antiquities. Since then, the 
face of certain parts of the country has 
greatly changed. Income from oi! has 
risen from about $13 million to about 
$170 million per annum ; a railway has 
been built from the capital at Riyadh to 
the Persian Gulf ; the area under culti- 
vation has considerably increased ; a US 
Air Force base has been established at 
Dhahran and the country’s new wealth, 
instead of flowing entirely and directly 
into the pocket of the ruling family, 's 
channelled or partly channelled through 
a Saudi Arabian Monetary Agency. 
Unfortunately Mr Twitchell seems to 
have jacked facilities “for thoroughly 
revising his book. It is printed in its old 
form but with footnotes directing the 
reader to a new last chapter on develop- 
ments since 1946. These are given in 
the form of notes supplied by forciga 
commercial companies working in Saudi 
Arabia and are fragmentary; the author's 
emendations to them are maddeningly 
located in a separate series of “ notes [0 
the text.” But half a loaf is better than 
no bread, and this is—apart {som 
Aramco’s excellent hi 
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American Survey 





AMERICAN SURVEY is prepared partly in 
the United States, partly in London. 
Those items which are written in the 
United States carry an indication to 
that effect; all others are the work of 


| the editorial staff in London. | 


Paying for Security 


ye Washington, D.C. 
HEN the Secretary of the Treasury held a press con- 
ference on August 27th to discuss the revised 
budget, he complained that a wrong emphasis was always 
put on the monthly cost-of-living figures when they were 
published, In concentrating on the rise of the index a day 
or two before to a record level, he said, most people had 
missed the real significance of what was happening. In 
his view the important fact was that there had been a change 
of only one half of 
one per cent in the 
cost of living in a 
year—a proof that 
the United States 
had a stable 
economy at a high 
level. The latest 
figure, published 
this week, increases 
the rise to three 
quarters of one per 
cent above last year, 
and, as usual, all the 
headlines spoke of | 
new records. But 
this does not detract 
from the truth of 
what Mr Humphrey 
said. 

The stability of 
the economy has, in- 
deed, been remark- 
able ever since the 
end of the sharp 
inflation which fol- 
lowed the’ outbreak 
of the Korean war. 
The gross national 
product has risen steadily from an annual rate of $340 
billion in the first quarter of 1952 to one of $372 billion a 
year in the second quarter of 1953; personal savings are 
now 6.9 per cent of disposable income as agairtst 6.3 per 
cent for the same quarter of last year ; and wholesale prices 
are almost 2 per cent lower than they were a year ago. Yet 
uneasiness about the future is in the air. 

It is easy enough to point to evidence to support this 
feeling, but it should also be added that far-sighted people 
have seen much of that evidence on the horizon for many 
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months and the economy has remained unmoved. Today, 
however, there has to be added to the facts previously avail- 
able the coming decline in government expenditure. The 
tYevised budget showed that, for the first time since 1948, 
actual expenditures in this fiscal year will be substantially 
greater than the authority to incur new obligations granted 
by Congress. This means, as Mr Humphrey pointed out, 
that expenditures will decrease progressively over the next 
few years. 


| 
| 


on eee Se 


Senator Douglas, 
in a recent state- 
ment, expressed his 
fears that there 
would be some 
worsening of ¢co- 
nomic conditions 
and an increase in 
the number of un- 
employed during 
the winter and 
spring. He men- 
tioned the falling-off 
in residential con- 
struction — from a 
seasonally adjusted 
annual rate of over 
a million and a 
quarter new houses 
started in February 
to one of only a little 
over a million today 
—and said that he 
expected a drop in 
all types of building. 
He also pointed to 
the increasing diffi- 
culty of selling 
motor-cars and farm 
machinery and the recent unsteadiness of the stock market. 

The Senator added that, if unemployment reached § per 
cent, “we should get ready to move swiftly” and that 
programmes should be put into effect the moment it 
reached 7 per cent or 8 per cent. Mr Humphrey—even 
though he told the National Press Club last week that 
the best thing to do was to “let the free, competitive 
economy operate itself”—would probably agree with him 
and some, at least, of the new Administration would agree 
with Mr Humphrey and would be prepared to take whatever 
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steps are thought necessary to turn the tide. The Adminis- 
tration is, however, to some extent—though to what extent 
it would probably take a minor emergency to discover— 
the prisoner of its campaign promises to reduce spending 
and, even more, of its Congress. 

The revised budget was, in its way, a gratifying per- 
formance—and one for which Mr Humphrey and Mr 
Joseph Dodge, the Director of the Budget, were entitled 
to take the credit they claimed. But close examination of 
the figures and close questioning of the Secretary of the 
Treasury about the future revealed how difficult the fiscal 
year ending in June, 1955, is going to be for the Adminis- 
tration, 

Revenue for the present fiscal year is now estimated to 
be $68.3 billion and a budget deficit of $3.8 billion is 
expected. In the next year, however, receipts will be some 
$8 billion lower because the excess profits tax will expire 
at the end of the year and individual income taxes will be 
reduced 10 per cent at the same time, while some excise 
taxes will die and the corporate tax rate will be lowered at 
the end of March. Unless new sources of revenue are dis= 
covered, expenditure will have to be cut by nearly $12 
billion below the present reduced rate to achieve a balanced 
budget. It is not easy to see how this can be done, although 
some savings will flow automatically from the reduction in 
obligational authority, nor is it easy to see how new sources 
of revenue are to be tapped without a terrible struggle with 
Congress. 

More than 85 per cent of this year’s reductions in govern- 
ment spending have been at the expense of the national 
security programme—a term used to cover the military 
functions of the Defence Department, the Mutual Security 
programme and atomic energy—and the rest comes largely 
from more efficient, or, at least, cheaper, management. In 
some cases chaos rather than greater efficiency seems likely 
to result from the dismissal of able employees in the name 
of economy. But even if order is established, it is unlikely 
that further great savings can be made on the management 
side. And the cuts in the national security programme 
which have already been planned can hardly be carried 
much further. Congress could, and well may, cancel some 
of the unobligated appropriations for foreign aid, but any- 
thing saved on mutual security will no doubt be spent on 
continental security. The Russian hydrogen explosion has 
ensured that. 


* 


The alternative seems to be that new sources of revenue 
must be found or that Congress must be. persuaded to 
extend taxes which only too many of its members are 
pledged to kill. That the President realises this was clear 
from his statement—buried in the patriotic peroration of 
his Boston speech—that no tax is too hard to bear which 
is necessary to the defence of American freedom. Attention 
has been concentrated on the possibilities of a federal 
sales tax—because the Secretary of the Treasury said at a 
private dinner that it was “very much in the picture ”—but 
this is, in fact, only one of forty methods of finding the 
necessary money that are being studied. Among the others, 
according to Mr Humphrey, when he was speaking in 
public, is an increase-in the income and corporation taxes 
and a manufacturer’s excise tax. None of these ideas will 
be popular with Congress. The President’s own party has 
been waiting for years to fulfil its promises to reduce both 
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income and corporation taxes, and the day-dreams of 
Republican Congressmen are dying hard. 

The party of big business might be expected to prefer 
a sales tax or its less obvious version, the manufacturer's 
excise tax—levied as is the purchase tax in Britain—byt 
next year is an election year and the Republicans cannot 
afford to lose an unnecessary seat in either House. Mr Reed, 
the chairman of the House Ways and Means Committee, 
has given his opinion of a sales tax in no uncertain terms, 
Senator Carlson, who is close to the President, has stated 
his opposition as well as his belief that the Administration 
will not propose one. For the Democrats, Senator Douglas 
has already warned Mr Eisenhower that, if a recession 
should be threatening, “ the worst thing that could be done ” 
would be to cut income and corporation taxes and impose 
sales or excise taxes instead, and has added that the opposi- 
tion would not allow the country to forget that the rich were 
being spared at the expense of the whole body of consumers. 
The next session of Congress will therefore see a fight 
between those, among whom is Mr Humphrey, who believe 
that the budget can, and should, be balanced at any level, 
those who will support alternative methods of doing so and 
those who refuse to face the political consequences of 
balancing it at a high level. If precedent is any guide, the 
latter will win ; the budget will remain unbalanced and the 
unexpected speed of Soviet atomic development will take 
the blame. 


No New La Guardia 


FROM A CORRESPONDENT IN NEW YORK 


OR reasons which go deep into history and political 

habits, the choice of political candidates at a primary 
election in New York City is usually-a pallid affair, bearing 
little resemblance to the vigorous campaigns more cus- 
tomary in the west. Last week’s primary was no exception. 
In the Republican and Liberal parties there was no public 
contest. Their candidates for Mayor had been chosen by 
the respective party leaders. The Democratic party was 
split between two factions, yet only about a quarter of its 
two million enrolled voters bothered to take part, although 
the battle was the first real one in sixteen years, and the 
need for an able candidate was painfully apparent. 

Mr Robert Wagner, the son of the famous Senator 
secured 350,000 votes. The present Mayor, Mr Impelliteri, 
received hardly more than half as many (181,295) and the 
remaining 14,000 were divided between two almost 
unknown district leaders. Mr Wagner is therefore officially 
designated as Democratic candidate for Mayor in the 


November election. He represents the party’s liberal wing ; 


he is backed both by the local boss and by the men who 
want Mr Stevenson to be the next Democratic candidate. 
Unless Mr Impelliteri can get sufficient backing to run as 
an independent, Mr Wagner stands a chance to win in 4 
three-sided contest against Mr Harold~ Reigelman, the 
Republican candidate, and Mr Rudolph Halley, the choice 
¢ the Liberals, a party that operates only in: New York 

tate. ae eae 

{t is too early to say with any certainty how good that 
chance is. If Mr Wagner wins, he will inevitably put the 
city squarely back in the hands of Tammany Hall, the local 
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eepilg 
an eye on 
the ball 


OURLY the items come crowding in— 
ric. news, foreign news, Court news, 
financial news, sporting news, letters, criminal 
cases, articles, pictures. The Editor must sieve 
‘ and decide, and sometimes regret. But, having 
put first things first, the Manchester Guardian 
always finds ample space for sport. 

There is no reason (the Manchester Guardian 
believes) why those who write about sport 
should not also write well. Too often a curious 
jargon afflicts the sports reporter. You can trust 
your Manchester Guardian to beas stern against 
cliché, jaded simile, silly slang, in its sports 
columns as in all its other features. 

Those who love ball games will gain renewed 
pleasure in following their sport in the 
Manchester Guardian. They will find there the 
felicity of judgment, the telling phrase, the 
respect for the English language, which mark 
the Manchester Guardian as a whole. 

If you have any difficulty in getting your 


Manchester Guardian regularly, please write to: 
The Manchester Guardian, Manchester. 
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A gracious welcome to your guests 


20/- bottle - 10/6 half bottle 


De-Nicotea smoking 
ensures 

nothing but pleasure 

from each cigarette 


This Dunhill Holder contains a Crystal Filter 
i) §| ©whichcools the smoke, keeps tobacco particles from 
| your mouth and absorbs nicotine and tar. It enables 
you to keep on smoking Peper favourite brand 

of cigarette with the added enjoyment of jiltered 
smoking too. Each filter lasts for 2C cigarettes and 
is changed in a moment. Ask your tobacconist 

to show you the Dunhill De-Nicotea today. 

Price 17/6 (in box with 10 filters). 
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Democratic machine from which it slipped momentarily 
during the Impelliteri regime. The Tammany tiger is old, 
corrupt, ridden by parasites and nearly toothless, but it still 
has power enough to fill subordinate posts and perform 
expensive political favours, especially if it can find a 
respectable front. 

Mr Wagner is better qualified to play this part than the 
present Mayor. A first-generation American of German 
descent, he is not only the son and mamesake of a widely 


loved father, but he carries the endorsement of Franklin D. - 


Roosevelt Jr and thus symbolizes all the nostalgic senti- 
mentality which rings a halo around the New Deal in the 
minds of those who remember that interlude with affection. 
Silene may cost him the votes of those Democrats who do 
not.) He has a liberal background, certain social graces, a 
said education, and some political experience. Graduated 


from Yale in 1933, married to a lady who took him into that. 


America Debrett, the New York Social Register, he has 
also served a term as President of the Borough of Manhattan. 
If he has not yet established a reputation for much strength, 
he still ranks as a coming young man, Obviously he looks 
very useful to a political machine which both the Irish and 
the Italians are fighting to control, and: which is in need of a 
cloak of political virtue. 
Those who rely on the fact that New York is traditionally 
a Democratic stronghold expect Mr Wagner to win in 
November, and count on that victory to aid the party’s 
national aspirations in-1956,. They argue that the public’s 
resentment of the rent increases, and the trebling of under- 
ground fares, will be directed against the Republicans at the 
State capital, who forced them on the city, and that labour 


corruption on the piers will be laid at the door of Mr - 


Impelliteri, who was, during part of the time, at odds with 
the leader of Tammany. The same Democratic optimists 
expect that the opposition vote will be split between Mr 
Reigelman, the Republican and Mr Halley, the Liberal. 
However, this triangle has some of the characteristics of an 
equilateral. Mr Wagner poses as a liberal, and as labour’s 
friend. So does Mr Halley. Mr Halley, President of the 
New York City Council, knows a great deal about the 
government of New York. So does Mr Reigelman, founder 
and head of that private watchdog organisation, the City 
Budget Committee. All three of them vie in protestations 
of intent to reform the city’s government. 


* 


These protestations are necessary because New York is 
caught in a particularly unpleasant version of those ills 
which afflict several big American cities. In the public 
mind, the task of governing the city is a dull administrative 
job. It attracts men of high calibre only about once in a 
generation, when matters get so bad that they feel impelled 
to turn from more interesting affairs to set the municipal 
house in order. The rest of the time the bosses rule, and 
only as well as is convenient. 

The present period, however, is one in which the power 
of the bosses is declining. At the same time, able men are 
moving from the centre to the suburbs, leaving municipal 
affairs more than ever to the venal and the mediocre. The 
result is a creeping decay. Even the charter under which 
New York City i is governed creaks at the joints... The city 
is in debt to its eyebrows ; its physical plant, worth some 
$14 billion, has been shown, in recent private studies, to be 
deteriorating ; its harbour, source and symbol of its great- 
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ness, appears i pally ates Sk sabieaton of i 
archaic and the corrupt... 

This should. have been 0 of 
a : to bri litical genius, 
The city needs “one, ind - the omens _ lire favourable. 
Twenty years ago it was Fiorello La Guardia who became 
such a leader, forty years ago it was John Purroy Mitchell, 
For a time it looked as though an energetic New York 
Congressman, Mr Jacob Javits, who is a Republican, w. _ 
be chosen to follow in those distinguished footsteps. | 
the necessary alliance between the Republicans and the 
Liberals failed to materialise. It-is said, though perhaps 
unfairly, that Governor Dewey did not want New York 
City in the hands of a Mayor of his own party during 2 
period when financial straits were such that the city’s rulers 
must come periodically to beg favours from the state. 

As for the Liberals, they are divided between non- 
partisans yearning for a new La Guardia, and a group 








‘ambitious to see their party replace the city’s ineffective 


Republicans as the real contenders against Tammany. ‘This 
group was willing for an alliance with the Republicans u: a 
a newspaper poll convinced them that the Liberals co. 
win on-their own with Mr: Halley: Phe telkptation: was : 100 
great, and the moment of possible fusion passed without 
action. 

Thus New Yorkers must choose Miweie three men, no 
one of whom has yet given signs of being the Moses (01 in 
New York terms, the La Guardia) heeded to lead them out 
of their present morass. The struggle will be lively. The 
real question is how many citizens will find i it important to 
listen or take part. 


American Notes 


President’s Problems. 


N his return to the White House after six weeks in 
Colorado President Eisenhower faces a large accuni- 
lation of business. Apart from finding a new Chief Justicc 
and a new Secretary of Labour, he has important decisions 
to take in foreign and home affairs. One of these will > 
whether to deliver what must be by now the most rewrittcn 
address in American history: the “ candid” explanation ‘ 
the people of what atomic and hydrogen bombs imply /o' 
them. NAT ene ee ee ot nahin dy 
hinted, might well be an end to the policy’ of reduc 
expenditure on defence. 

The series of speeches for ‘ich the President i is booked 
during the autumn, together with the radio talks which he 
may give, are expected to provide some lead to the memb«'s 
of his party in replying to the Democrats, who showed at 
their recent Chicago rally that they are ready to go 10'0 
business as an opposition. Becausé this lead has not yc! 
come the Republican reactions to the Chicago rally were 
bound to be Se 
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You now have a free choice of bread. Even if you're the most casual reader of 


newspapers, even if you glance only occasionally at a magazine, you've probably 
read the opinions of three or four different journalists on this subject, and as 
no two of them ever seem to think alike, you might wonder what all the arguing 


is about. 


EE understand the thing properly you have 
& to start at the wheat which is the basis of 
bread, and to.realise that the making of flour is 
not quite so simple as it looks. Even a single 
grain of wheat is not a simple thing—small 
though it is, it is made up of many different 
parts, some of which are better suited to the 
feeding of animals than to the nourishment of 
human beings. So the miller’s job is not just 
to grind the wheat grains into powder, but to 
break them up in such a way that he can 
separate and sort the different parts. Each 
can then be used for the purpose to which it 
is best suited. Broadly speaking, the main 
constituents of a wheat grain are: 


1 
The starchy white kernel—the technical people 
call it endosperm—which is the only part used 
in the manufacture of pure white flour. 


2 
The bran, which is composed of the six layers 
of skin on the grain. This is mostly used for the 
manufacture of-animal feeding stuffs. 

3 


The germ, which might be compared with the 


yolk of an egg, for it is the embryo of new life. 
If the grain is sown in the ground it is the germ 


which will develop into the new plant: It is this 
part, incidentally, which contains a ugh pro- 
portion of the wheat’s food value. 


he miller, then; has to separate these things 

from each other and make the flour in the 
way which he thinks will best please the baker 
and, more important, you who will buy and eat 
the bread. He mills the grain, in fact, according 
to any one of a number of standards and leaves 
the choice to you. These standards differ, 
but here are a few of them: 


Pure white flour. The bran has gone. The 
germ has gone, too—and this is a pity, for with 
it have gone important elements of the wheat, 
and a very pleasant flavour. To make up for 
these dietary losses the flour may be “fortified” 
with vitamins and other nutrients, real or 
synthetic. 


“National” flour. Some, but not all, of the 
bran and germ have. gone. The loss of the 
bran worries some expert dieticians, pleases 
others, but they mostly agree that the low 
getm content is a disadvantage. 


Wholemeal. Just what it sounds—the whole 
meal, or wheat berry, ground to a powder, 
with nothing added and nothing taken away. 





Hovis flour. The bran has gone to do its 
most useful job, that of feeding the animals. 
The germ goes too, but only temporarily. At 
one point in its manufacture the flour is in its 
natural creamy state—unbleached of course— 
and then the important things start happening. 
The germ, which you remember contains so 
much of the wheat’s natural goodness and 
flavour, is cooked by a special process to 
prevent deterioration; it is then put back into 
the flour. More than that, many times more 
germ is added to make it richer still. 


Nature’s Best 


Well, it’s going to be entirely up to you to 
choose your standard. Bread of any kind is a 
valuable food, possessing as it does, body 
building properties and providing abundant 
energy. We don’t try to hide the fact that this 
announcement is made with the intention of 
influencing your choice—because we sincerely 
believe that nature’s best is still the very best. 
But whatever you do, remember that bread is 
a staple part of your diet; choose carefully, 


Hovis Limited  seeramanr, 13. 
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convention of Republican women of a platform in the same 
city a few days later was not of much avail. Senator 
Ferguson, who is chairman of the Republican Foreign 
Policy Committee, duly denounced Mr Stevenson’s. sug- 
gestions on foreign policy as amounting to appeasement, 
but is in real danger of seeing them all endorsed by the 
Administration. Already at the United Nations Mr Dulles 
has acknowledged Russia’s right to an assurance of her 
security and has repudiated a policy of forcible “ liberation ” 
of eastern Europe, and Mr Eisenhower is now reported to 
be considering, what Mr Stevenson thought was needed 
most of all, a new American initiative over disarmament. 

Looking round for issues that might destroy the Repub- 
licans’ precarious hold on Congress in the 1954 election, 
the Democrats clearly see most hope in the government’s 
obligation to promote legislation on agriculture and labour 
relations in the next session. The Republicans may well 
be right in claiming that Mr Durkin’s resignation as Secre- 
tary of Labour has not cost them vital support, as the trade 
unions were against them anyway, but a swing in the 
farmers’ vote could make a big difference. This would 
explain why repeated references by Mr Benson, the Secre- 
tary of Agriculture, to his faithful execution of existing 
provisions for keeping farm prices at a fixed high level, 
have replaced his former, well-grounded strictures on the 
system. Still, the present law expires next year, and the 
government will have to commit itself before the election 
either to keeping the same system going or to trying a 
more flexible method that would save on subsidies but 
might be costly in political support. The Democrats can 
be relied on to make the most of the dilemma that they 
have been bequeathed to their opponents, even though at 
Chicago two of their own ex-Secretaries of Agriculture 
were caught on opposite horns of it. 


S 


Nixon in the Lions’ Den 


HE dispatch of Mr Nixon, the Vice President, to the 
= convention of the American Federation of Labour 
shows that the Administration is anxious to waste no time 
repairing the damage done by the resignation of Mr Durkin, 
the Secretary of Labour. It is not customary for the Pre- 
sident to do more than send a written message to a trade 
union convention, although by tradition he is invited to 
attend in person. The AFL shows no signs of being molli- 
fied by the appointment of this Ambassador extraordinary 
and the conciliatory message he brought. Trade unionists 
were not likely to forget that it was Mr Nixon who, with Mr 
Weeks, the Secretary of Commerce, was credited with 
having persuaded the President not to sponsor the amend- 
ments to the Taft-Hartley Act which Mr Durkin felt he 
must secure to justify his remaining in the Administration. 

The President, in his message, promised that his own 
suggestions for amending the labour law would be sent to 
Congress when it reassembles in January and that labour’s 
views would continue to be sought. He did not retreat, 
however, from his position that the Act had been successful 
in protecting the rights of management, the trade unions, 
and individual workers, although it had defects which should 
be remedied. Mr Eisenhower was diplomatic enough not 
to refer to Mr Durkin’s departure in more than general 
terms. Mr Nixon, however, flatly asked for a withdrawal 
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of Mr Durkin’s statement, made to the convention 2 day 
earlier, that the President had gone back on an agreement 
with him. The dispute over what may have been a simple 
misunderstanding has now gone too far to be settled 
amicably. Mr Meany, the president of the AFL, in any 
event, had hardly set the scene for a reconciliation when, in 
his opening address, he charged the Administration with 
subordinating human values to the material welfare of the 
““ greedy few.” Such prospects as ever existed of a broad 
agreement on amendment of the Taft-Hartley Act have now 
flown out of the window, and the life of the next Secretary 
of Labour is not likely to be an easy one. 

. On the other hand, the breach between the Administra- 
tion and the AFL will remove at least one of the obstacles to 
a closer working relationship and perhaps eventual unity 
between the AFL and the Congress of Industrial Organisa- 
tions. The conclusion of a no-raiding pact with the CIO, 
along with work on machinery to settle internal jurisdictional 
disputes, is the main business of the convention. As Jong as 
the AFL felt it had the ear of the President, the CIO was 


likely to suspect the sincerity of its desire for a common 
front. 


Compatible Colour 


T the end of last month when a televised transmission 
A in colour of the puppet opera “St. George and the 
Dragon ” was seen in black and white on ordinary sets 
with unusual clarity, colour television moved a big pace 
nearer the American home. The Radio Corporation of 
America had proved that its colour system was truly 
“compatible,” because definition was good whether or 
not the programme was actually received in colour. The 
same point was made in sixteen volumes of technical 
evidence presented by the National Television System 
Committee, representing the leading manufacturers, to the 
Federal Communications Commission with the request 
that RCA’s method should be declared the standard one 
for all colour television. This request even had the support 
of RCA’s rival, the Columbia Broadcasting System, whose 
incompatible method had been adopted as the commis- 
sion’s standard just before the Korean war put a temporary 
stop to development. 

As the commission’s deadline for the receipt of opposing 
views passed without any substantial protest, and the three 
main companies now putting out television programmes 
will be staging a full-scale test in a hotel on Long Island 
on October 15th, it looks as though a favourable verdict 
may be reached by the end of the year. Then for com- 
peting broadcasting companies, and for television set manu- 
facturers and dealers, the battle of the colours will really be 
on. The timing is very convenient for the manufacturers, 
who were afraid that their present high rate of production, 
running now at 7} million sets a year, could not last beyond 
1954. By then the industry expects to have met the bulk 
of the demand from new viewers brought in by the rapid 
growth in the number of television stations ; in the eightecn 
months since the FCC raised the ban imposed while it was 


sorting out the allocation of wavelengths, the total number 
of stations with permits to operate has gone up from 
108 to 229. ; 


It is the retailers of television sets who are most worried 
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at the moment. Their.sales are already failing to keep 
pace with rising production, and they are afraid that they 
will be left with large stocks of old models on their hands 
while customers wait for the arrival of cheap colour sets. 
To protect themselves the retailers are planning a “ power- 
ful programme of consumer education,” pointing out that 
the only colour sets available next year will be expensive 
($800 to $1,000) and small, with only a ¥4-inch screen, and 
that mass production is several years off. But these 
arguments may be upset by the announcement of one firm, 
the Emerson Radio and Television Company, that it will 
be supplying the new kind of receiver at only 25 per cent 
above the cost of the old eighteen months after the FCC 
has given its consent for colour transmissions. 


Arming for Tariff Battles 


HE Randall Commission, which is to chart a new 

Republican course on foreign trade for the President, 
held its first meeting this week at the White House to receive 
its marching orders. This is none too soon if the com- 
mission is to have its recommendations ready by March. 
Even that may be late in the session for debate and action 
by a Congress already eager to make an early start on its 
election campaigns. The President’s parting instructions 
to the commission were to be realistic and bold, and to 
apply faithfully one standard: what was best in the national 
interest. 

In view of the special interests which are ready to bombard 
the commission, and the tendency of many Congressmen, 
particularly if they come from farming states, to think of 
the national interest in terms of stimulating exports rather 
than imports, Mr Randall is fortunate in the launching, 
just at this time, of a new Committee for a National Trade 
Policy composed of distinguished representatives of big 
business. It will be devoted to spreading the gospel that, 
without the expansion of trade and opportunities to earn 
dollars, foreign countries will not be able to provide for 
their own security and may be driven back on trade with the 
Communists, and will point out that the size of American 
export markets is determined by the ability of other countries 
to earn dollars. 

Although the unfreezing of American trade policy must 
wait for the Randall report and perhaps a good deal longer, 
the President himself will have opportunities before then 
of applying his own principles. Under the Act extending the 
reciprocal trade programme, he must break ties on the Tariff 
Commission, which is now split evenly along party lines 
over the demand of the glass industry for relief from foreign 
competition, with the three Republican members favouring 
increased protection. An application for relief which carries 
more political dynamite is that of the owners of lead and zinc 
mines, which is to be heard in November. Falling prices 
have closed many marginal mines, which came to life during 
the Korean boom, but have not discouraged imports of the 
metals. The unemployment in western mining towns had 
already led two Congressional committees to ask the Tariff 
Commission to make an investigation even before the 
industry submitted its request for a 50 per cent increase in 
duties over the levels prevailing in 1945 (they are now 
lower) and the imposition of quotas whenever prices fall 
to 1§ cents a pound or less for either metal. 





SHORTER NOTES 


The first casualty has cccurred among the business men 
who came into the government this year. Mr Craig 
Sheaffer, one of the Assistant Secretaries at the Department 
of Commerce, has brought on himself the wrath of the 
Scientists by recommending the dismissal of Dr Astin, head 
of the National Bureau of Standards, for disregarding 
market considerations in the testing of commercial products. 
Now his scheme for enlisting the help of the manufacturers 
in organising the Defence Production Agency has been 
arousing the critical interest of the Anti-Trust Division of 
the Department of Justice. Mr Sheaffer decided that he 
would rather go back to Iowa and manufacture pens. 


* 


In compliance with this year’s special Immigration Act, 
the President has formally transferred the responsibility for 
administering its provisions from the Department of Justice 
to the State Department. This means that the State 
Department’s Security Officer, Mr McLeod, who is already 
so popular with Senator McCarthy, will have the oppor- 
tunity of making an equally good impression on Senator 
McCarran, who was responsible for writing into the Act the 
elaborate screening arrangements that may well defeat its 
stated object: the admission of an extra~209,000 refugees 
and immigrants from over-populated countries in the course 
of the next three and a half years. 


2 


It is to be hoped that the return of Mr Emmet Hughes, 
President Eisenhower’s most successful script writer, to the 
staff of Life will not have too noticeable an effect on the 
President’s forthcoming series of speeches. Mr Hughes 
joined Mr Eisenhower’s campaign staff at a time when the 
general’s prose style seemed in danger of foundering com- 
pletely, and was responsible both for his promise to go to 
Korea if elected and for part, at least, of the best speech he 
had made so far in office: the address on foreign policy to 
a group of editors on April 16th. 


* 


After 51 years of giving financial help to education, the 
General Education Board of the Rockefeller Foundation is 
to close its books this December, for its resources are nearly 
exhausted ; it is spending its last $5 million this year. 
Since 1902, the Board has paid out $316 million, the bulk 
of which helped colleges and universities, especially in the 
poor southern states where education needed the encourage- 
ment that money could give. 


* 


The hot, dry weather in August seems to have saved the 
Secretary of Agriculture from having to impose marketing 
controls on next year’s maize plantings, although it is still 
likely that they will be required for cotton as well as 
wheat. The September forecast for the maize crop, at 
3,216 million bushels, was over 100 million bushels lower 
than the August estimate. 

* 


A rise in revenué and a reduction in underground travel 
have been the expected results of the fare increase on the 
New York City transport system in August. In the third week 
of its 15 cent fare there were 11 per cent fewer passengers, 
and total earnings rose by 33 per cent. 
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The World Overseas 





New Blood in Iraq 


RAQ is a country in which cabinets that appear to be 

coasting in style seem to tire and topple overnight. 
Last week, the one which had ruled since the general elec- 
tion of January collapsed without public warning. Its 
elderly premier, Jamil el-Madfai, was in poor health and 
some say, unwilling to face another session of Parliament 
without a firmer majority. Since he had Nuri Pasha in his 
cabinet, and Nuri’s following holds eighty-four out of the 
141 seats in the lower house, this second suggestion is 
flimsy. There were other impulses behind the change, and 
one of them was royal awareness of a discontent that has 
often been described in The Economist—that of a younger 
group of liberals and radicals who despair of achieving 
social change so long as cabinets consist in the main of 
elderly feudalists. 

For some weeks, therefore, discussions had been taking 
place between the royal house and senior politicians. Iraqis 
are always well informed about events in Persia, and it is 
possible that the ex-Regent thought to take time by the 
forelock. One of the prominent Iragis whom he consulted, 
Dr Fadhil el Jamali, expressed disagreement with the future 
plans of the men in power, and-after some days spent in 
debate with both the young king and the ex-Regent, was 
asked to form a cabinet. He is a well known figure abroad 
as he frequently represents Iraq at the United Nations. 

In some respects the novel and unfamiliar group that 
Dr Jamali has produced shows considerable promise. Its 
handicaps are that it is young for a country in which 
age, not youth, is normally the generation to have its. way ; 
that it includes many men with no ministerial experience ; 
and that it contains only four members of the majority 
party—Nuri Said’s party—and might therefore become 
vulnerable to attack in parliament. As against these 
drawbacks, it includes a -few tried and able men. 
Its Minister of Finance, Abdel Kerim el Uzri, has 
held the job before and held it with distinction; 
in 1949-50 he set Iraq’s finances straight after the disastrous 
months that followed the Portsmouth treaty riots, and he 
played a leading part in pushing into being a national 
Development Board founded on the oil royalties. Its 
Minister of the Interior, Said Qazaz, who is a Kurd, was— 
at Mosul—perhaps the most efficient mutassarif con- 
temporary Iraq has known ; being an older man and a 
person of strong character, he may supply the group with 
some necessary ballast. It brings an intelligent experienced 


mind to the ministry that runs the Development Board, 


and a young man of promise to that.of Agriculture. Their 
parliamentary problems apart, men of this calibre could do 


_its patent capacity for work ; the 


Iraq immense service simply by ré-organising the machincry 
for carrying out a government's intentions ; parts of the 
civil service have run down sadly in recent years, principally 
owing to over-staffing and to a consequent-lapse into old- 
fashioned habits of passing much time in chat. 

One great national advantage to be derived from a stcady 
cabinet would be the gift of time in which plans already set 
in motion by the Development Board can continue to 
mature. Of the Board’s new big schemes, that 
which will afford the Tigris flood an escape into the 
immense depression of the Wadi Thathar is the farthest 
advanced ; tenders for the next big one, the Dokhan bar- 
rage on the Lesser Zab river, are invited next month. 7 he 
Economist is among the many onlookers who regret that 
Iraq, in its new Development Law passed in July, altered 
the shape of its Development Board from that of a per- 
manent body of experts responsible to Parliament only 
through the Prime Minister, into an ordinary ministry ; \t 
felt that the chances of continuity were sadly impaired by 
the change. The new Minister of Development, Ali Haidar 
Sulaiman, is—as was his predecessor—a competent man, 
and is unlikely to interfere with programmes that are already 
afsot. But for the future, there remains the risk that if 
cabinet changes are as frequent as in the past, development 
may be reshaped according to personal predilections, and 
be tampered with to the detriment of work on schemes that 
ripen slowly ; it is to be hoped this ministry will, by 
long survival, postpone that evil day. 

In a word, this cabinet is unlike all its predecessors ; for 
the first time it offers to a generation that 
has been highly critical of Iraq’s older men. peeve 
tepresentative of Iraq’s small but growing population of 
middle-class townsmen, it is wonderfully free. of the 
impractical idealists of whom that brave new world is largely 
composed. A feature that could work for it or against 1 
is that it contains more Shiah members—seven in all—than 
any of its predecessors, From Turkish days, the ruling 
class has been of Sunni persuasion, but the Shiah sect 
forms the majority in the country ; the change reflects 1)¢ 
spread of education to people who were once underdogs. 
There is no reason to suppose that the cabinet will make 
any changes in foreign policy. Its chances of success lic 10 

incipal threat to long 


survival is its dependence on the conservative majority 19 
Parliament. For the moment, the die-hards will no doubt 
be condescendingly ready to watch it manufacturing rop< 
with which to hang itself. caeege.-is aombemminall 
they ‘tire of wnovelty. 
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Swiss Trade Behind the Curtain 


FROM OUR SPECIAL CORRESPONDENT 


\_] EITHER im government nor commercial circles in 
LN Switzerland is an optimistic view taken of future 
trade prospects behind the iron curtain. True, it is realised 
that something may come of the interest in the home con- 
sumer recently shown by the Soviet government and, in 
a lesser degree, by the rulers in Prague and Budapest ; and 
nobody would object to buying food and coal from these 
tamiliar and former sources .if the prices were reasonable. 
But experience has shown—and the evidence of individual 
businessmen confirms—that trading policy behind the iron 
curtain is at the mercy of Moscow’s complicated centralised 
planning, and that important structural changes in the 
pattern of Eastern Europe’s economic activity have been 
made which cannot be changed easily. 

Indeed, Switzerland’s experience provides valuable 
evidence of the extent to which eastern—-rather than 
western—policy has deliberately restricted commercial 
exchanges ; for in that experience consideration of cold 
war and unofficial blockade have not played the part that 
they have played, say, in American or German policy. For 
Switzerland has not been subject to the restrictions of the 
Battle Act. A typical example is provided by Czecho- 
slovakia. That country furnished in 1938 3.6 per cent 
of Switzerland’s total imports and in 1947 the amount rose 


a 


SWISS IMPORTS FROM EASTERN EUROPE 
(As a percentage of total Swiss imports) 





i | 
Imports from 1938 1947 
Poland joe 16 | 1-6 | 0-7 | 0-5 | 0-8 
zechoslovakia ....... 076 5-4 2-1 1:2 0-9 
Hungary'..cx. «gape hae 1-6 0-7 1-1 0-4 0-2 
soviet Union ..20i es < 1-8 0-2 0-2 0-2 0-3 
Rumagi@, ss sv ac ces ce 1-6 0-1 0-1 0-1 0-3 
Bulgari <. ceeale t's de 0-3 0-1 0-1 O-1 | 0-03 
astern Europe Total. 10-5 | 8-1 4-3 | 2:9 | 2°43 


* Half year. 
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to §.4 per cent. After the Communist seizure of power 
in 1948 the figure fell from 2.1 per cent in 1950 to 1.2 per 
cent in 19§2 and to 0.9 per cent for the first half of this 
year. Swiss trade figures, recently analysed and published 
by the Neue Ziircher Zeitung, also show how the surpluses 
that used to provide the eastern exports to Western Europe 
have been dwindling and disappearing. In 1938 one-third 
of Switzerland’s grain and fodder needs were met by the 
Soviet Union and the satellite countries ; now the figure 
is under 4 per cent ; one-quarter of its petroleum came from 
Rumania, now there is none ; from Poland in 1938 came 
150,000 tons of coal—in 1950 this had dwindled to 50,000 
tons, largely because of the high price. 

The way in which, hitherto, the governments of these 
countries hz. favoured capital goods imports rather than 
consumer goods is illustrated by the fall in Swiss textile 
exports, by the rise in machinery exports from 4,832 tons in 
1938 to 12,878 in 190 (with a sharp fall to 6,578 in 1952) ; 
and by the fall in Swiss watch exports from 1.6 million 
(watches) in 1938 to 264,000 in 1952. One or two agri- 
Cultural -articles imported into Switzerland from Eastern 
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Europe have held up well and Swiss exports of instruments 
have remained steady. But the general picture is of sharp 
decline.. The satellites have not been offering’ ‘the food 
and raw materials that Switzerland wants, either in sufficient 
quantity or at competitive prices. One main reason is that . 
Communist planning has raised the percentage of their trade 
done with the Soviet Union from 4 per cent in 1938 to 
about 30 per cent in 1952 ; the second is the concentration 
of their investment in heavy industry at the expense of 
agriculture. Other contributory causes have been Com- 
munist price policy, ranging from excessive prices for 
coal to dumping prices for textiles ; payments difficulties ; 
and the success of the Swiss in paying their way for what 
they want from dollar, sterling and other sources If the 
old pattern and scale of trading is to reappear in the way 
Communist propaganda says it could, there is a great deal 
of work and negotiation to be done. ’ 


Assize of French Radicals 


AST week the fashionable spa, Aix-les-Bains, was 
flooded with important political personalities and 
offered an impressive display of oratory. The Radical- 
Socialists had come down for their annual congress. True, 
they are no longer the power of prewar days, but with over 
70 deputies they are a crucial element in any centre coali- 
tion. They have also in their ranks a large collection of 
important political figures headed by the party’s chairman, 
the president of the National Assembly, M. Herfiot, 
and including present ministers, like the finance minister 
M. Edgar Faure, former premiers—MM. Queuille, Mayer 
and Daladier—and a potential premier in the person of 
M. Mendés-France. Indeed, the rank-and-file weré over- 
shadowed by the leaders. 
Coming after the biggest postwar strike wave in France 
and after Dr Adenauer’s electoral victory, the congress 
turned out to be something of an anti-climax. True, there - 
was much talk of the revolutionary situation and paraliels 
were drawn with the French Revolution, of which the 
Radicals claim to be the heirs, Yet the contradictions, 
indecision and patched up compromises were not of a nature 
to provide leadership for the cure or transformation of the 
new ancien régime. On the main issues—the cure for 
France’s economic crisis, and its attitude towards EDC and 
towards the vague socialist proposals of a “ socialist and 
democratic front ”——-the congress gave no clear answer, or 
rather it avoided choosing between conflicting replies. 
Indeed, the Radical party presented inf miniature the 
weakness and dilemmas of the present coalition govern- 
ment. It has been aptly compared to a “ club” rather than 
to a disciplined and homogeneous organisation. Though it 
participates in M. Laniel’s cabinet, the government’s policy 
does not find favour with many members of the party, even 
the economic policy directed by a Radical. On European 
defence the Radicals are as divided as the government 
itself. Finally, they cannot make up their minds whether 
the balance of the parliamentary centre should shift to 
the left or stay on the right.. Covering themselves both ways, 
they have ministers in the Laniel team and a much fancied 
outsider in M. Mendés-France. 
No amount of rhetoric could hide these discrepancies. 
M. Faure, naturally enough, defended the present economic 
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policy as one of “effort and hope.” In the absence of 
several leftish delegates from the south-west, the postmortem 
on the crisis was harder on the strikers than on the govern- 
ment. True, nobody denied the need to improve workers’ 
conditions, but the emphasis was on the need to prevent 
strikes by public employees. All agreed on the need for 
change, yet it was left to M. Mendés-France to reiterate his 
alternative policy. Once again he sounded the tocsin and 
demanded not expedients but a new deal. He did not 
spare M. Faure and_criticised the investment plans of the 
government. He attacked the delusion that it is possible 
to give more to some without reducing the privileges of 
others as well as unproductive resources (i.e., defence). The 
strikes were caused by “ sadness, despair and discourage- 
ment,” and the workers would not accept a new fraud. And 
M. Mendés-France ended on a historical note: “ Listen to 
this growing clamour. We are in 1788.” 


Necker and Turgot, Too 


M. Herriot, that past-master of historical analogies, must 
have kept his tongue in his cheek when he complimented 
M. Mendés-France as the Necker of our time. Did he 
imply that he would not be given his chance or that no 
Necker can arrest the course of events ?. In all these parallels 
it is: not quite clear on what side the Radicals want to 
stand in a French crisis. As a commentator observed, they 
would like to have Necker and Turgot, too. They cannot 
make up ‘their mind what attitude-to take to the new fourth 
estate—the workers. The Communist slogan of “ united 
front” must be a popular one, Simce the Socialists have 
countered it with one of “ social°and democratic front.” 
Yet, nothing concrete is known. about that front except 
that it would exclude Communist card-holders. It implies, 
however, a sort of alliance between the Socialists and. the 
left-wings of the Radicals and the Christian Democrats 
(MRP). To accept the invitation, therefore, would involve 
a shift of confidence from the present ministers to 
M. Mendés-France. The Radical leaders do not think that 
the clamours have been loud enough to impose such a 
change of emphasis and prefer to hedge for the moment. 

Even greater art was needed to reconcile the conflicting 
views on EDC. While MM. René Mayer and Maurice 
Faure pleaded that this is the only possible solution, 
M. Daladier argued that the “ treaty was no more acceptable 
than a year ago,” when the Bordeaux congress branded it 
as unconstitutional. Both he and M. Herriot advocated top 
level talks with the Russians on the lines prescribed by Sir 
Winston Churchill in his “‘ Locarno” speech. Only if these 
fail should France fall back on EDC. In the final com- 
promise the congress adopted an attitude slightly less 
hostile than last year. It deplores the fact that the problem 
has to be tackled prematurely and subordinates its approval 
of the treaty to the prior internationalisation of the Saar, to 
additional protocols, the limitation of police forces and 
the creation of a supranational European executive. 

Patched-up compromises and semi-solutions are no 
panacea for a crisis. If Frange is really back in 1788 the 
Radicals provided no manifesto to unite forces either for 
the cure or for the rescue of the present regime. The recent 
strikes have not upset, at least as yet, the balance of the 
centre coalition nor of the “ radical club.” But in the Palais 


Bourbon, when Parliament passes its verdict on the handling 
of the crisis, the Radicals will have to be more specific than 
in the festive atmosphere of Aix. 
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Britain Alarms Dutch Traders 
FROM A CORRESPONDENT IN. HOLLAND 


HE British request to be allowed to give new tariff 

protection to certain of its industrial and agricultural 
products has naturally been received in the Netherlands 
with disappointment and apprehension. At a time when the 
world is resounding with slogans of liberalisation and freer 
trade, it is rather sad to find that Britain is considering 
measures which must tend to cut down the exports of other 
countries. These measures are all the more disturbing 
because they will especially hit a few small countries, which 
have few other markets for theft perishable agricultural pro- 
ducts ; countries, moreover, which are important customers 
for British goods.and which themselves have the lowest 
tariffs in the world. | 


The British market is vital for the agricultural industry 
in which the Dutch specialise, and which they have built up 
over many decades through their diligence, experience and 


scientific research. They therefore find it difficult to under- 


stand how the British request will-help-to free world trade, 
facilitate the international division of labour, lower the costs 
of living or—last but not least—advance the interests of 
the British consumers. -Although the Dutch prefer to defer 
judgment until the concrete British proposals have been 


fully aired, it is certain that the Netherlands—together with 


other European countries in the same boat—will be opposed 
in principle. to them. It seems that Britishseircles too realise 
that to raise British tariffs against’ nom€ommonwealth 
countries while maintaining tariff exemptions for Common- 
wealth countries is in opposition to the Gatt pledge not 
to enlarge existing tariff preferences. 


-Gatt’s Blind Eye 


Whether. the ther: ‘signatories of Gatt will be accom- 
modating enough to turn a blind eye to this evasion of 
Britain’s undertakings..is an’ open question. Nobody’s 
interests, cértaifily not those of the~small nations, will be 
served if strong tensions should arise over this issue among 
the signatories." It would be ufifortunate if, as a 
result, Britain should only reluctantly continue its member- 
ship with a view to Gatt as soon as possible. 
(Already recent official declarations at Commonwealth meet- 
ings and in Washington have given tise to the suspicion that 
the Commonwealth will in any ease pull out in the near 
future.) Moreover, it is felt that if other countriés accept 
the present British request they will create a precedent of 
“benevolent interpretation” which will open the door to 
similar requests that Gatt should consider other special 


cases ; in this way the trump card of “no new preference ® 
will be sacrificed. 


Last year when the. Weskedisinds, opposed the Uniied 
States attempt to evade its Gatt commitments by increas- 
ing duties on dairy imports, it. enjoyed | the support not 
only of other European countries, but also of Canada 
and New Zealand-as well. It is clear that the conscience 
of all signatories of Gatt, the countries of the Common- 


wealth included,- will be severely tested by the British 
request. 


In any case, if their request is to have any chance of 
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In nine reigns the name of 

Cubitts has stood for progressive 
methods and solid achievement. 
Illustrated here are examples 

of contracts carried out in the reign 
of Edward VII. 


| 
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NOW, AS IN THE PAST... 


CUBIT IS 


BUILD FOR THE FUTURE 


————— 
® 


HOLLAND & HANNEN AND CUBITTS LIMITED 


ONE QUEEN ANNE'S GATE + WESTMINSTER + SWI + ENGLAND + SCOTLAND + OVERSEAS. a 
C78 $ ne 
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THE UNITED 


COMPANIES UL? 


“What does 
United Steel make? 


The range of steel products of the United Steel 
company is easily the most comprehensive in 
the country. Engineering, mining, constructional 
work, shipbuilding, electrical and other primary 
industries, railway, motor vehicle, aircraft, 
hardware and domestic, textile and other trades 
depend upon steel in all its forms. This wide- 
spread demand is touched- at almost - every 
point by the United Steel company’s production. 
The practical and economic advantages of such 
a range of output are manifest. All needs of 
large and small individual consumers can be 
supplied through a single selling organisation, 
securing from one product goodwill and con- 
tacts for another. 

Of prime importance is the ability to adjust 
production to variations in demand, giving 
widespread stability and security to the whole 
organisation. 


THE UNITED STEEL COMPANIES LIMITED 
SHEFFIELD 


The Largest Steel Producers in the 
British Commonwealth 


APPLESY-FRODINGHAM STEEL COMPANY SAMUEL FOX & CO. LTD. 
STEEL PEECH & TOZER UNITED STRIP & BAR MILLS WORKINGTON 
IRON & STEEL COMPANY UNITED COKE & CHEMICALS COMPANY 
LIMITED ‘UNITED STEEL STRUCTURAL CO. LTD. DISTINGTON 
ENGINEERING CO. LTD. YORKSHIRE ENGINE CO. LTD. 
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tHE cost 
OF DRYING THINGS 


Millions of tons of fuel are used in Britain 
every year in drying processes, many of which 
are inefficient and wasteful. 

When coal was cheap no one worried unduly, 
but today the cost of fuel used in drying is a 
serious expense item which tends to get buried 
in general overhead without receiving the close 
control given to economy of raw materials. 
Furthermore, many drying. processes are as 
ineffective as they are extravagant. 


-Eight years ago, we started a specialised service 


to the Metal Goods Industries by providing 
Gas Infra-Red Tunnels for drying paints and 
varnishes. Today our techniques have wide 
application as varied as those employed in fish 
curing and textiles. 

We are ever looking for new drying problems 


to solve. Nearly every industry has one. Send 
yours to: 


PARKINSON & COWAN INDUSTRIAL PRODUCTS 
(A DIVISION OF PARKINSON & COWAN LTD) 


DEPARTMENT (E) 


Cottage Lane Works, City Road, London, E.C.1 
Telephone : Clerkenwell 1655 
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When the meal’s an octasion ... 
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consideration and success, the British will have to accept 
some conditions. Apart froin the Commonwealth, the 
British tariffs will have to be non-discriminatory as regards 
other countries. Thete will have to be an undertaking 
that the existing proportion between total British imports 
from Commonwealth countries and total imports from non- 
Commonwealth countries of the goods concerned will not 
be changed to the disadvantage of the latter. Further, it 
is essential that the new tariffs shall not be prohibitive. 
Just as Britain will not resign itself to prohibitive 
American tariffs, so the Netherlands and Denmark must 
fight tariffs which would practically cut off the road to 
British markets, Finally, the countries concerned will 
certainly insist that an end should be put to the rather 
arbitrary methods by which imports have been kept within 
the limits desited by Britain. Imports under the new tariff 
will have to be absolutely free. 

It is to be feared that even the enumeration of these 
conditions will imeense many people in Britain and in the 
Commonwealth and will supply Mr Menzies with some new 
followers. But the world has become too small for any 
country (or group of countries) to go its own way without 
upsetting things elsewhere. It is essential that Britain 
shall consider what consequences its proposals will have 
for its trading partners in Europe; so far as can be 
judged, it is difficult to see what advantages they can derive 
from them. 


Changes in Czechoslovakia 


AST week’s cabinet changes in Prague follow— 
somewhat tardily, it is true—the pattern set by the 
Kremlin -after Stalin’s déath. The ministries of state 
security and of the interior have been merged, and Vaclav 
Nosek (who, incidentally, held power during Beria’s day) 
has been replaced at the latter by Rudolph Barak, a com- 
paratively obscure party man who entered the cabinet as a 
vice-premier only last March. As a concession, probably, 
to popular prejudice against a party-dominated govern- 
ment, party amd government posts have been carefully 
separated. In particular, Antonin Novotny, who was 
recently elected first secretary of the central committee of 
the Czechoslovak Communist party, has lost his vice- 
premiership ; but this does not mean that his power is 
any the less. : : 
Finally, as in Russia, there has been a reshuffling and 
reduction (but only from 33 to 28) of cabinet posts. The 
ministers who lost their jobs have not been purged ; they 
have been thanked for their services and officially assured 
that they will get new posts in the government or the party. 
All the same, five of them have been in economic ministries 
(including Agriculture, Fuel, Energy and Railways), which 
have been making particularly heavy weather, and their 
dismissal, together with the streamlining of the admint- 
stration, was no doubt designed to clear the decks for the 
revised economic policies announced shortly afterwards to 
the National Assembly by the prime minister. 
Mr Siroky’s speech cannot have come as a surprise to his 
rude Both from their own experience and from the 
constant complaints and laments made in the press and by 
government spokesmen, they must have had a quite clear 
idea of Czechoslovakia’s economic troubles; and they 
probably realised that in dealing with them the prime 
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minister would take his cue from what has already been 
undertaken by his colleagues elsewhere in the Soviet bloc. 
Mr Siroky made the now ritual admission that the targets 
for heavy industry had been ‘placed too high, and those for 
light industry too low. He promised a slowing-down in 
the development of heavy industry, increaséd investment 
in agriculture and increased supplies of consumer goods. 
In the current yea:—the last of the five-year plan—capital 
investment is to be reduced by about 16 per cent, and next 
year it is to remain at about this revised level. 


Pep Talks and Promises 


In one important respect, however, Mr Siroky departed 
from the usual brief. The governmerit has decided to pay 
more attention to the development of the basic industries, 
and, according to a government directive, during the 
remainder of this year material and financial resources are 
to be concentrated “in the most important projects, 
especially those affecting the raw material branches of the 
economy.” The development of Czech industry is, in fact, 
hamstrung by inadequate supplies of coal, power, iron and 
steel. And the lack of these basic necessities has, in turn, 
been accentuated by the failure of the engineering industry 
to produce enough of the necessary equipment. Rude Pravo 
recently pointed out that i 

the Ministry of Heavy Engineering returned a gross. pro- 

duction target for the quarter of 97 per cent. Yet that 

Ministry is fulfilling its plans for the production of certain 

important types of turbines, boilers, and rolling equipment 

to 25, 33 or 40 per cent only. These are pieces of equip- 
ment that are anxiously awaited by power stations, steel 
works and mines. 

But it is the discontent of the workers, the lack of labour 
discipline and the high rate of absenteeism, that is the chief 
cause of the trouble. This has been a major worry to the 
regime for a long time, particularly in the coal-fields, 
Communist leaders have been making repeated efforts to 
bully and cajole the miners into fulfilling their targets, and 
to persuade party and trade union officials that it is their duty 
to enrol as a “ volunteer brigade worker.” Only the other 
week, President Zapotocky, accompanied by his wife and 
four cabinet ministers, toured the Ostrava coal basin and 
delivered a series of stirring pep talks, including one to 
Czech army labour units working in the mines at Karvina, 


How to Serve Food 


But pep talks unaccompanied by more food, more houses 
afd more consumer goods, will not cut much ice. A series 
of measures designed to remedy these deficiencies has 
therefore been announced. Increased investment, more 
fertilisers and more machinery are to be pumped into 
agriculture. The private farmer, who, as Mr Siroky 
acknowledged, is still the dominating factor in Czech 
agriculture, is to get his share of whatever help is going in 
order that he may raise production and yields. But the 
premier made it quite clear that the policy of collectivisation 
has not in any way been abandoned. New collectives must 
only be formed by strictly voluntary means ; but if old ones 
do badly—as many of them seem to be doing—the members 
must be told that the fault lies not in the collective as such 
but in their own inadequacies. And, unlike Mr Nagy in 
Hungary, he made no promise that peasants would be 
allowed to walk out of collectives. 

The sweeping series of government directives on 
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improved housing and social welfare facilities, on bigger, 
better and cheaper food supplies, and on higher living 
standards in general, reveal by implication and sometimes 
by open admission the sad state of affairs which they are 
designed to remedy. Both the directives and Mr Siroky’s 
speech also betray, sometimes in a rather ridiculous way, 
the almost desperate desire of the regime to make people 
more contented with their lot. “ Life in Czechoslovak 
towns, villages and enterprises,” pronounces one directive, 
“must be increasingly pleasant and happy.” And while 
Mr Siroky insists that “ food must be served in a cultured 
manner,” another directive on improving social and cultural 
life insists, with a fine disregard of human limitations, 
that “the number of outstanding sportsmen must be 
increased.” 

The trouble with the Czech government’s new plans is 
that they try to do too many things at once. Mr Siroky 
promises more food and consumer goods and better living 
conditions for workers and farmers. Next year, production 
in the engineering industry is to be designed to this end. 
Thus while engineering production as a whole is to be 
increased by 7.9 per cent over the 1953 level, consumer 
goods produced by the engineering industry are to be 
increased by 15 per cent; and in order to secure higher 
imports of consumer goods and of raw materials, exports of 
machinery and equipment are to be increased by 27.3 per 
cent. How then is the engineering industry to produce 
also the additional supplies of heavy machinery and equip- 
ment that Mr Siroky insists are essential to secure greater 
output from the mines, foundries and power stations ? 
The dilemma is acute. Failure to fulfil Mr Siroky’s 
promises to the workers must provoke still more discontent; 
but it is not easy to go slow with the development of the 
Czech basic industries because, unlike those in, say, 
Rumania and Bulgaria, they are vitally important to the 
development of the whole Communist bloc. 


Burying Beria in Georgia 


AST week’s wholesale purge of the party and govern- 

ment leadership in Soviet Georgia was a second blow 
against Beria’s followers in his native land. In July, after his 
fall, some of his men were eliminated from office, in particu- 
lar the minister of the interior, V. Dekanozov. That two 
months, however, were needed between the first blow and 
a general attack is a sign that Beria’s victors are not having 
an easy time, that the ideas associated with Beria die hard 
and that his men offer resistance. Beria’s policy of 
“ liberalisation,” of greater freedom. for the national 
minorities must have found an echo throughout the non- 
Russian republics and the sweeping purge is likely to spread 
from Tiflis to Kiev, Minsk or Vilna. But it is with the Soviet 
Corsica, with Georgia—the home of Stalin as well as his 
own—that Beria was most closely linked, and the conflict 
is best seen through events in that republic. 

Last week’s purge was the fourth act or rather the second 
scene of the third act in a yet unfinished drama. It started 
in April of last year when the Georgian cabinet was dis- 
missed and the first secretary of the party sacked. The 
purge was. revealed a few months later at a regional party 
congress by the new first secretary, A..I. Mgeladze, who 
accused the disgraced leaders of “ bourgeois nationalism ” 
and anti-Russian mancuvres. Mgeladze played an im- 
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portant role at the All-Union Party Congress in October 
His policy, therefore, must have had Stalin’s tacit approval, 
Yet it was- clearly opposed by Beria, and immediately after 
the Leader’s death Beria struck back. 

In April of this year Mgeladze was replaced as first 
secretary by A. T. Mirtshulava ; V. M. Bakhradze, who had 
held office in Georgia before the war when Beria was 
supreme there, was appointed premier ; and another com- 
panion of Beria, V. Dekanozov, became head of the ministry 
of security. The former minister, Rukhadze, was accused 
of criminally fabricating charges of “bourgeois nationalism.” 
The former “ culprits ” were rehabilitated and their accusers 
attacked for following an “incorrect nationality policy.” 
All this was in keeping with the first moves of the post- 
Stalinist regime, with the ammesty, the reversal of the 
doctors’ plot, the promise of a new code and of a better 
treatment of miuorities. A congress of the Georgian party 
was scheduled for the second half of May, probably to 
eliminate Beria’s opponents from all positions of trust, 
Whether the anti-Beria forces were already gathering 
strength or for some other reason, the congress was never 
held and in June Beria was officially branded as a “ traitor.” 


Three-Act Guignol 


The third act was soon opened in Georgia. In July a 
meeting of the Central Committee was held. General 
Antonov, army head in the Caucasus, was promitient among 
the new accusers, and Major-General P. I. Yefimov was 
elected to the party’s bureau, thus showing the part played 
by the army in Beria’s fall. Dekanozov was sacked 
from his post and soon the same fate awaited all the 
republican ministers of internal affairs nominated during 
Beria’s rule. But Beria’s appointees were not limited to 
those offices. In Georgia, for example, they still held the 
supreme posts in both government and party. In vain did 
Mirtshulava and Bakhradze vituperate against Beria at the 
recent meeting of the Supreme Soviet. This has provided 
them with only two months’ grace. As soon as they found 
it safe the opponents of Beria attacked the disgraced leader's 
strongholds. The Georgian Premier and first secretary are 
now being thrown overboard, together with the entire 
bureau of the party. The secretary of the All-Union Com- 
munist party, Shatalin, came from Moscow to supervise the 
purge. . 

The struggle, however, is not finished. The policy of 
“ liberalisation ” followed during the first hundred days 
after Stalin’s death was not Beria’s own doing. It must still 
have many adherents in the peripheral republics and within 
the Kremlin itself. His opponents cannot therefore strike 
without careful preparation. This may account for the 
conspicuous silence over the Beria affair since his initial 
denunciation, and opportunities for vituperations against the 
“ traitor” have not been lacking. Thus, for example, Beria 
had been accused of trying to wreck the collective farm 
system, yet Nikita Khrushchev did not judge it opportune 
to mention him a single time in his report on shortcomings 
in Soviet agriculture. During the prewar purges, trials were 
prepared by intensive campaigns of vilification. In Beria’s 
case a campaign reminiscent of the thirties was started and 
then stopped after a few days. His case was transferred 
to the Supreme Court and a new prosecutor has been 
appointed. Yet there are no other signs of an impending 
trial. Having. won one round, the Stalinist diehards scem 
to have difficulties in bringing their opponent into the dock. 
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For long life and comfort there’s nothing like leather 
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TINS AREN’T TIN at all, but steel. The tin is a paint-thin TOMATO 

coating on a steel container. We call the metal tinplate JUICE 
(and the opener a tin opener!) but it is still steel. COCKTAIL 

Tinplate making is one of the oldest crafts in Britain: and 

the origin of the name “ Britain” means “land of tin”. ORANGE 
The industry has grown mainly in South Wales over PINEAPPLE 
several hundred years by traditional methods of hand- GRAPEFRUIT 
rolling. Over the past fifteen years modern continuous TOMATO 


plant has been brought into service in this country to cope 
with the vastly increased demand. At Ebbw Vale in 
Monmouthshire and later at Trostre in Carmarthenshire 
immense continuous mills have been installed. 

Tinplate is counted by a “ basis box” of approxi- 
mately 100 Ibs. These new mills have made possible an 
output which in 1952 reached a total of twenty mition 
boxes of tinplate, or about one million tons. 
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Not a job to be knocked off casually, with grease and 
hessian, timber and nails. That way is about as obsolete 
as a flint axe-head. 

. The modern method is éxemplified by Remploy’s 
P.I.P. organisation (Preservation, Identification, Pack- 
aging). First, the axe-heads are chemically cleansed, 
Then they are treated with a hard, chip-resisting 
preservative that forms an airtight covering. Next, the 
handles are protected with a wood preservative. The . 
packing cases are specially designed so that the axe- 
heads interlock in safety, ‘cradled’ against shock, and 


How would you 


PRESERVATION 
IDENTIFICATION 
PACKAGING 


- 
4 


the projecting handles are bound together with 
cushioning material. Consignees appreciate these 
niceties! | | 

There is an old and apt saying, ‘Put the axe on the 
helve,’ meaning Solve a problem. P.1.P. is ready to do 
just that for you, on anything that concerns packing, 
with any kind of goods. : 

Remploy’s packing is on all M.O.S. Inspectorate 
approved lists. The P.1.P. organisation, largest of 1's 
kind in the U.K., has 13 factories throughout the country. 
These provide everything for a complete packaging service. 
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Two Views of Bank. Rate 


Ca thoughts on last week’s surprise reduction 
of Bank rate have been of two quite distinct and 
even contrasting kinds. On the one hand, to most of the 
great:majority who hailed it with jubilation the second 
impression has merely confirmed and strengthened the 
first. Im the stock markets, and probably in the busi- 
ness community generally, it is seen as a clear official 
demonstration of confidence that the dangers that 
necessitated the plunge into dearer money have been 
safely surmounted. To such observers the reduction 
appears as a major pointer to economic policy as a 
whole ; but those who see it in this light do not all 
read it optimistically. There are some who believe that 
the Bank’s gesture was related less to Britain’s recent 
progress than to an apprehension that a low-pressure 
system may soon move eastwards across the North 
Auantic.. Though this interpretation is not common 
in the City, it is noteworthy that the initial reponse of 
stock markets was rather less violent in industrial 
equities than in gilt-edged. In any case, both the 
optimistic and the pessimistic wings of this school of 
thought are: rapidly convincing themselves that the 
trend of igterest rates will now be downwards, and a 
few of the more volatile prophets among them are 
already counting the weeks to a 3 per cent Bank rate. 

On the other hand are the City institutions most 
intimately and directly affected by the Bank’s action, 
the banks and the money market. These appreciated 
from the outset the official explanation that the change 
was designed to serve an important technical purpose, 
and was something less than a straightforward reduction 
of Bank rate on the traditional model. That would 
have been ap t to them in any case, merely from 
the fact that, whilst Bank rate (the “official minimum 
rate of discount”) had been reduced, there had been 
no change in the Bank’s rate for seven-day loans (which, 


since 1951, had been at 4 per cent below Bank rate 
if Treasury bills were offered as collateral). The banks 
and the money market had long been acutely aware that 
frictions were developing in the rate structure because 
of the wide margins that had been established between 
rates for Treasury bill finance and for other short-term 
credit, notably commercial credit obtained on bills of 
exchange. The “unification” of the two Bank of 
England rates was therefore immediately recognised as 
a move to permit the correction of distortions in the 
wider structure of short-term rates. 

But the Bank of England had not beef content merely 
to count upon such an interpretation by the experts ; 
it had also taken special steps, in the form of an official 
announcement and also in explanations given informally, 
to emphasise the importance of the technical aspects 
of its “adjustments” for “unification” (the word 
“reduction” was not used officially at all). The 
technical considerations, as The Economist noted last 
week, were emphasised positively—in the explanations 
that the privileged rate for loans at the Bank against 
Treasury bills had been a temporary measure intro- 
duced in 1951 to “ ease the transition to a more positive 
policy,” and that the unification now would facilitate 
a more flexible use of Bank rate “in either direction” 
and ensure that it does not get out of touch with market 
rates. They were also emphasised negatively—by the 
assertion that the “adjustments” had not altered the 
“ tighter” monetary policy of the past eighteen months, 
by a reminder that the so-called selective control of 
bank advances had not been changed, and by a strong 
hint that the Bank’s action did not mean that a green 
light had been signalled on Britain’s way ahead. 

- The very fact that explanations were given, and given 
partly by formal statement, plainly showed the authori- 
ties’ anxiety to try to prevent the wider public from 
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jumping to precisely the conclusion that has in fact 
been drawn. No doubt they reckoned that an 
uninhibited response was inevitable in any case at the 
outset but hoped that the public reaction would be 
tempered by a cool assessment in the City of what 
they themselves were aiming at. These hopes, however, 
were never realised. The second day’s rise in gilt-edged 
was as large as the first, and not until the middle of 
this week were there clear signs of a corrective move- 
ment. These rises, superimposed upon the strength of 
this market throughout the summer, restored the long- 
term section to levels that last obtained when Bank rate 
was still resting inert at 2 per cent. The gilt-edged 
market behaved, indeed, as if this “ unification” 
were not only a normal reduction of Bank rate by $ per 
cent but also a clear precursor of further reduction. 


* 


In the circumstances, the original intentions of the 
authorities are not easy to gauge. However much 
they counted upon the success of their precautionary 
explanations, they obviously knew that their act would 
give an important psychological stimulus to business 
confidence—or at least to hopes of cheaper money. 
They also knew that the reduction in Bank rate, 
although it was not a normal one, would affect the 
whole structure of short-term rates, not only psycho- 
logically but also directly. Hence, however much 
weight was attached to the technical objective of remov- 
ing anomalies from the general rate structure and thus 
of promoting flexibility in the money market, the 
consequences were bound to be more—perhaps much 
more—than merely technical. The technical aim could 
not be attained in the foreseeable future unless the 
authorities were sufficiently confident to give (or should 
one say, to risk giving ?) this two-pronged stimulus. 


That fact being granted, the unabashed enthusiasts in » 


thie gilt-edged market may even conclude that their first 
easy assumptions were justified after all. 
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New Pattern of Rates 


But that is not how the matter appears to the banks 
and money market. Second thoughts there make the 
technical aspects appear even more important than they 
looked at the outset. All the evidence that has accumy- 
lated so far suggests that monetary “ flexibility ” is now 
intended to become a reality instead of the pious hope 
that it has mainly been in these past two years. There 
are signs that, though most short-term rates have been 
lowered now, they are becoming a “ taut ” structure— 
in the sense that the whole pattern can be quickly 
raised or most of it lowered, in small or large gradations, 
by the traditional levers in the hands of the authorities, 
Some salutary surprises may be in store for those who 
still think in. terms of the unnatural and rigid patterns 
of rates and the spoonfeeding of the money market 
that have been characteristic of monetary technique 
since 1932—not excepting the past two years. 

The changes in rates in this first week have pro- 
ceeded from the fact that since 1951 charges for bank 
advances had become again effectively linked to Bank 
rate, subject to over-tiding minimum rates. These 
arrangements are defined in the individual contracts ; 
for example, they may fix Bank rate as the charge at 
one extreme and 2 per cent over Bank rate at the other 
extreme, subject to differing minima. The effect of a 
change in Bank rate is therefore automatic ; and on 
this occasion, broadly speaking, the minima have 
become effective only for those smaller industrial 
borrowers and strong personal borrowers whose loans 
were running at 1 per cent above Bank rate with a 
minimum of § per cent. Most of those who were 
previously paying more than § per cent and virtually 
all the very important customers who were paying less 
than § per cent have secured the full 4 per cent 
reduction. 

This being so, a reduction was also inevitable in the 
banks’ interest allowances on deposit accounts—despiie 
the fact that these rates have a natural relationship to 
those in the money market, and the 
further fact that one influential rate there, 
the Bank’s “ ” charge for seven-day 
loans, had not been reduced at all. In 
the ordinary course, the two principal 


call loans to the money market, would 
a both have been reduced by the same 
2 amount as the reduction in Bank rate. 
This time, because of the special compli- 
cation, and in acknowledgment of the 
objective of getting rid of the unnatural 


{—4 


i, spread between Treasury bill rates 
a (which are, of course, closely related 
rT] to call money rates) and other rates, 

the banks compromised by cutting theit 


deposit rates and money rates by only half 


















ho 


rns 





THE ECONOMIST, SEPTEMBER 26, 1953 


the amount of the Bank rate reduction. And they 
dropped altogether the agreement with the market 
for the. fixing of discount rates for commercial 
bills. 

The upshot of these changes is that the rate for 
Government finance on -Freasury bills has fallen less 
sharply than those for other forms of short-term finance. 
At the Treasury bill tender on the day following the 
Bank rate change, the average allotment rate was roughly 
{2 38. per cent, compared with {2 8s. per cent in 
the previous week—half the advantage that has been 
reaped by all strong commercial borrowers from the 
banks. The rate quoted in the market for three months’ 
first-class commercial paper at the outset was 2,5 
to 28 per cent in contrast with the pegged rate of 3 per 
cent that had been maintained since March, 1952 ; 
but on Wednesday, when the clearing banks reduced 
their rates for loans against commercial bills by a 
further 4 per cent (and for loans against bonds by 
a further 4 per cent), the discount rate eased to 
2} per cent. 


‘tounnds Real Flexibility 


The margin between Treasury and commercial bill 
rates has therefore almost disappeared ; it is approach- 
ing the 4 per cent that obtained during the thirties, and 
the war and early postwar years. In the circumstances, 
the distinction still made by the banks in their call 
money rates is surely no longer justified ; the clearing 
banks’ minimum rate is now 17 per cent for money 
against Treasury bills, whereas against commercial 
paper it is 2 per cent. At the Bank of England, the 
comparable distinction has been swept away by the 
“ unification”: the special rate applicable to Treasury 
bills has gone, and the seven-day loans at the Bank 
will be available against all forms of “approved” 
collateral. 


The distortion in the pattern of call loan rates may, 
however, be merely one of the surviving anomalies that 
will gradually disappear. For there is no doubt that the 
new impetus towards a genuinely flexible market is 
stronger than can be gauged merely from the greater 
cohesion that the whole rate structure now exhibits. 
The authorities themselves are lending no support at all 
to the maintenance of arbitrary margins or rate agree- 
ments ; and it is apparently intended that the Treasury 
bill rate, as well as the commercial rate, shall be really 
flexible. If that is so, then official influence in the 
market has to be exercised in the traditional manner, 
by open market operations in either direction for small 
adjustments and by the “ flexible ” Bank rate for larger 
ones ; and this implies that the money market cannot 
expect the authorities to be as solicitous as they have 
been in the past in saving it from the need to borrow 
at the “penal” rate. If these are indeed the official 
techniques, the remaining distortions and rigidities will 
steadily diminish. Some of the clearing banks have 


already drawn the welcome conclusion that there 
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should be more room for manceuvre in their money 
rates ; accordingly, a smaller proportion of their call 
money will be more or less “ fixed” at the minimum 
rates. 

This new effort to restore true flexibility will involve 
many technical changes ; but it is of much more than 
technical significance. It is a movement strictly in 
harmony with the wider trends towards economic 
freedom, and especially with the reopening of com- 


modity markets and the easing of restrictions upon the 


granting of bank credits to foreigners. These trends 
make the London market and the course of sterling 
much more exposed to the impact of normal com- 
mercial and speculative decisions taken by business 
men throughout the world; and it is imperative 
that the monetary authorities in London should be 
re-equipped with the only technical apparatus that 
can be used to regulate these influences speedily and 
sensitively. 

Before this can happen, however, commercial bankers 
as well as the authorities have much to re-learn. It is 
therefore especially important that nothing should be 
done to encourage the cynical view that the drive for 
flexibility need not be taken seriously—on the ground 
that for months past the word “ flexibility ” had become 
little more than a derisory catch-phrase. The authori- 
ties should bear in mind that nothing could be more 


GILT-EDGED YIELDS 
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; “13s & Gc. | & & Gc. | 3 
24% N.W. Bonds, '52/54.. | 3 2 5|3 39/314 2}290127 61260 
13% Ser. Fund., Nov,, 54. | 11510/ 218 7/3 5.1\2 7612 4 3/2 320 
3% Ser. Pund., Nov.,°55.. | — ... eee wae | SI1010;3 611) 3 6ti 
24% N.W. Bonds, '54/56.. | 2 0 0/3 3 5) 312 § | 210 a}a 7812753 

; ; 
23% Exch., Feb., "55 ..... {117 0} 3 40) 32 4/3 77\23 6/236 
3°, ‘Sav. Bonds, '55/65.... | 3 8 2/4 0 5|4 8 3|3 71013 6 6/3 611 
24% Funding, "56/61 ..... 1219 6} 316 514 2 0/227 7| 21510| 235 8 
4% Funding, 60/90 ...... 310°9| 414 2/418 6| $1910) 318 6) 33910 

} ; } 

3% Sav. Bonds, 65/75.... | 314 414 7 3| 41111/ 318 6] 31511 | 318 1 
3% Funding, 66/68 ...... 311 4) 45 6} 41010| 312 0| 311 8} 311 6 
3% Blect., 74/17...1..-. | 334 314 6 8| 41011| 318 2| 316 0} 316 2 
34% Elect., °76/79....-... 31511\48 0 | 420 6140 aan 7\/318 7 
3% Transport, 78/88 ..... $182) 48 6} 411 2} 319 7) 316 8/3 173 
3%, Gas, 90/95... 0605+. 317 514.7 7/4 95] 31711 / 314 9/315 3 
33% War Loan, after '52.. | 4 2 0) 411 8) 416 2 o $11} 4 19\|426 
2b% Consols........-..5 | 327 814 § 3/410 7/42 1/3517 3) 507 8 
24% Treasury ......+++-- | 319 3) 4 8 2/41310/4 1 6/317 9) 318 6 


All redemption yields, with the exception of 4% Funding, are to latest dates, 


derisory now than any seeming confirmation of the 
lurking suspicion that all this parade of virtue is 
directed simply to a smooth launching of the steel 
issues and a cheapening of the terms for the Treasury’s 
own refinancing operations. In short, if they want to 
prove their faith in flexible money, they should care- 
fully abstain from putting any pressure upon the banks 
to “support” the refinancing. And if the froth does 
not soon disappear automatically from the gilt-edged 
market, they should themselves take care to blow it 
away before the new issues are announced. This is one 
of the occasions in which a counsel of perfection would 
pay dividends—and steadily increasing ones—for the 
authorities themselves. 
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ABC of ‘* Input- Output ’ "ff 


Facts for New Forecasts 


A® input-output analysis of the British economic 
structure showing in detail how each industry 
depends for its supplies and its markets on all the rest 
will be ready by 1956. The nature of this realistic map 
of the economic system was described in last week’s 
article. It consists essentially of a set of tables that will 
show, horizontally, the output of some 450 industrial 
groups and vertically the inputs that each industry 
requires from all the others in order to produce its 
own output. From this table it will thus be possible 
to trace in considerable detail the effect of changes in 
demand throughout the economy. 

It will, indeéd, be a formidable tabular statement. 
A §0-industry matrix in readable type would occupy 
nearly two pages of The Economist, and a similar space 


would be taken up by a corresponding table of 


coefficients—from which it is possible to deduce the 
input of materials, components and other services 
required for any given output of a particular product. 
The 4§0-industry tables will obviously take on the 
dimensions of wall maps ; they may indeed have to be 
consulted sectionally like ordnance survey maps. Yet, 
even so, to limit the analysis of the economic processes 
of Britain or America to. 450 production flows: still 
involves a considerable simplification. How far will the 
simplifications of the table limit its effectiveness as an 
instrument of forecasting, and to what legitimate uses 
can it be put ? 

The 450-industry tables are based on various data; 
the columns dealing with manufacture are derived from 
the 1948 census of production, and are about as detailed 
as ¢xisting census methods permit. For agriculture, 
information has been specially prepared by a number 
of Government departments and for transport the 
nationalised and other industries have supplied data. 
The Census of Distribution has enabled final demand 
and distribution to be calculated in greater detail, while 
information from the various “controls” in recent 
years has been particularly useful. The detail is 
sufficient to make it necessary to conceal by various 
expedients figures that would otherwise reveal confiden- 
tial census information about the turnover of some 
individual firms. There are many difficulties, especially 
ir: dealing with such aggregates of products and pro- 
cesses lumped together in the census as “ engineering” ; 
one such problem is the allocation of costs of joint pro- 
ducts, and another is the grouping of like manufacturing 
processes so that it is possible to generalise about their 
behaviour—to give an extreme example, is the produc- 
tion of wooden clogs to be included under Boots and 
Shoes or under Furniture and Upholstery ? The 
problems arising from increases or reductions in stocks 
cannot be described in a general article ; each one has 
needed careful investigation. Despite a lively con- 


troversy on methods, a ‘coeaidanide degree of refine- 
ment of the crude figures has been achieved. 

‘It does not follow that, because the input-output 
table is based on 1948 data, it will be out of date eight 
or ten years later, because of changes in demand, in 
price relationships (following devaluation, for exampi- 
or in technology. The substitution of one product {or 
another is continually occurring, but over the whole 
field of industry technological change is slower than 1s 
commonly supposed ; in America calculations based on 
1947 figures have been found to apply closely to condi- 
tions in 1952. Allowances have to be made for broad 
price changes by means of appropriate indices. Bui 
individual price changes of importance, whether caused 
by technical or economic changes, may also: bring into 
play the use of substitute materials, components, or 
labour. The art of using the input-output table will lic 
in a realistic understanding of the possibilities of substi- 
tution, and studies into this important subject hav: 
been started. 

What kind of forecasts can be made from these 
tables ? As an example, it should be possible to esti- 
mate the aggregate bill of goods that would be require: 
to sustain a ten per cent increase in the housing pro- 
gramme—not merely the labour and materials require: 
to build another 35,000 houses a year, but also the 
additional steel, wood, coke, linseed. oil, clay, machinery 
and labour. Similarly the chain-reactien to a reduc- 
tion in the demand for houses, involving a drop in 
house-building by ten or twenty per cent per year, could 
be traced throughout the economic system. Beyond 
that, the tables will show the resources that would be 
taken up by different programmes of public works, or 
any other stimulus to demand. ~~ 

But they are most certainly not ready reckoners for 
full employment, nor do they inaugurate an era of 
“push button economics.” Any government com- 
mitted to maintaining full employment would have a 
much clearer idea, with-the help of input and output 
tables, of the detailed consequences throughout the 
economy of given changes in demand. Such forecasts 
can never be perfect, so long as demand is made up oi 
individual decisions, and so long as the consumer can 
substitute one factor or product for another. But they 
should yield, for example, information highly pertinent 
to a Chancellor’s decision to reflate against an expected 
slackening of production, such. as Mr Butler made last 


Again, the interest originally. taken cS the American 


authorities i in Leontief’s work*” ‘was occasioned by the 


_ * Rather oddly, it was the Secretary. of Defence, M: 
Roger Keyes, who noe of work 
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wish to know the impact throughout the economy of an 
expansion of government spending on arms—the extent 
to which other types of production would have to con- 
tract, and the “bottlenecks ” that might arise. War- 
time experience (when demand is concentrated in 
Government hands) immediately suggests the value 
of even a rough guide to such future events ; it would 
assist the authorities to control scarce materials, to 
encourage their production or substitutes for them well 
in advance, and to arrange for more imports. 

The general structure of the British table will 
naturally differ considerably from the American, in that 
overseas trade is more significant to the British 
economy. But the first table will make it possible 
to calculate with some accuracy the import content of 
a wide range of British exports. It will thus be possible 
to define what are “ high-priority ” imports, and at what 
level a decline in exports might imperil the whole import 
basis of the economy. It should be possible also to work 
out forms of pump-priming that would draw to a 
minimum extent upon imported materials. 

It would be idle to deny that input-output data could 
be exploited as a formidable instrument of planning. 
It should, however, encourage very much better plan- 
ning than has been the rule in the past, and above all 
make possible the achievement of particular national 
objectives with the minimum of physical and adminis- 
trative control. It would define the technical limits 
within which economic policies must be formed, and 
would admit the use of the discriminating force of 
financial policy in preference to the cruder forms of 
physical control. : 

The value to individual industries of these studies 








Second Thoughts in the Markets 


gt: stock market has now had time to make up its 
mind about the implications of last week’s reduction 
in Bank rate—but it is doubtful if it has yet in fact done so. 
All that seems to have happened so far is that an excessive 
impact effect has given way to a phase of mild correction, 
and then to.one of perplexed rather than of masterful 
inaction. ‘The: first delighted reaction continued with 
full force through the Thursday afternoon of the Bank’s 
announcement and the whole of Friday ; by the close on 
‘cent War Loan stood at 86} compared with 

the Financial Times index of 


Friday 34 per cent War 
844 two days earlier. 


. » 


Business Notes 






s7f 
May seem more limited, but any industrialist 
would be happier if he knew not only his 
immediate customers, but also the extent to which 
their demand for his products might be affected 


by economic change. Input-output analysis is not 
market research, nor will it replace the entre- 
preneur’s role of profitably anticipating changes in taste 
and technology. But it will provide many useful indi- 
cators of the consequences of broad economic change, 
both for the larger firms and for smaller firms through 
their trade associations. It should help nationalised 
industries so to arrange their investment programmes 
as not to be mutually incompatible and to appreciate 
their relations with “ the private sector.” 

Indeed, the value of input-output analysis will rest 
on its contribution towards economic policy under con- 
ditions of dynamic change. If it enables politicians to see 
in real terms the cost of welfare postponed in acceler- 
ating development at home or overseas and faising 
productivity, or if it provides accurate forecasts of 
empleyment under different conditions of demand, it 
will become an important buttress to sound economic 
decision. In time; something approaching a dynamic 
model of the econqmic system should come into 
existence ; many economic hypotheses will be tested 
against the facts for the first time, and their truth 
or falsehood settled. But anatomy is not healing, 
and radar is not navigation. Elaborate input-output 


- tables will help to define much more closely the 


economic consequences of choice by individuals and 
governments within free and “mixed” economies. 
But they will not make them choose, or choos 
wisely. 





* 


industrial ordinary shares had risen concurrently from 123.2 
to 125.8. On Monday a shoal of small. investors was still 
flocking into the market, and the number of bargains marked 
was the highest for eighteen months ; by this time, however, 
some sceptics—broadly, those who had taken due note of 
the technical factors that have made this year’s reduction 
in Bank rate much less of a green light than previous 
reductions—were understandably inclined to profit-taking ; 
from Monday onwards, therefore, long-dated gilt-edged 
began to slip back, and they were followed by industrials 
on Tuesday. The Government departments, who have 
been peddling out stock from their large holdings of the 
two recent public utility issues (Electricity 4} per cent and 
Gas 4 per cent), successively raised their tap prices during 
the week; but these prices had been unduly low even 
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before the Bank rate reduction, and the authorities’ 
action merely tidied up the pattern of yields—it certainly 
should not be read as an authoritative encouragement to 
bullishness. 

By Wednesday evening, therefore, the position among 
typical gilt-edged stocks was that War Loan had gained 
24 points in the week to 86 (after touching 86%), 3 per 
cent Savings Bonds, 1960-70, had gained 1/% points to 
gol (after touching 91), and 3 per cent Serial Funding, 
1955, had gained § of a point to 101s (but had stoed still 
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19% Ser. Fund., Nov., "54. 100} 
3%, Sav. Bonds, °55/65:... 964 i 97, | 96H 
34% War Loan, after ’52.. 854% 834 86 86 
FF CAMO es ores ee 648 614 64 | 644 
Assoc. Elec., £1... .......5 90/- 78/9 78/9 78/9 
Comrtaubta. £1... 2. wes 49/6 44/3 45/3 | 45/3 
Distillers, 4/~...... 5.0... 22/6 16/6 17/ 1T/- 
Danlop, {1 ......... aa 65/- 50/~ 51/3 | SI/5 
’ 
Guest, Keen, {1........+. 56/3 51/ S1/- -|. 52/- 
Hawker Siddeley, {1...... | 37/6 43/6 43/9 43/6 
imperial Chemical, {1 .... 51/74 46/9 47/6 46/6 
Imperial Tobacco, {1 ..... 98/9 56/-t 57/6 | 57/- 
i 
Lancs. Cotton, {1 ........ 43/1} 48/74 | 49/105! 48/9 
Leyland, {1............. | 110/- 86/3 | 86/3 | 86/3 
Unilever, - a3 a's an ee 54/44 | 49/45 | 49/45 | 49/105 
Viokers, £8 cess eee ss - 49/6 49/9 | 49/9 
Woolworth, 5/—.......... 46/- 57/9 58/9 | 58/9 
Sheli Reg., £1. ..na5..s50s 95/~— 87/6 87/6 88/1} 
MONONA EES. sien einenns a 18 i#t | 18} 
“SON EL 8 i oss orcs 14/ 52/3 §2/ 51/~- 
Financial Times Ord Share 
SOURS Fs cnc ts cow eatn 131-8 108-9 | 103-1 | 123-2 | 125-8 | 125-2 


<reaneseenpsnmeteenenepa-ensputitpnteeeinedeinstomepangleineetanascaeasatasetiestieectense 
* One for three rights issue January, 1952. + 60 per cent share bonus, August, 1952. 
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since Friday). Concurrently the Financial Times index of 
industrial ordinary shares had gained 2 points in the week 
to 125.2, after touching 126.0 on Monday. The big insti- 
tutional investors, who have a habit of sitting back and 
waiting for the dust to settle during phases of excitement 
of this sort, still seem to be watching rather than acting. 
With the market’s initial reaction plainly based on tradition 
rather than on analysis, in daily expectation of a cash-cum- 
conversion of short-term gilt-edged and the first of the 
steel flotations, and with Wall Street industrials now 24 per 
cent above last week’s lows, the floor is still filled with light 
fantastic trippers—not with the heavy plodders. 


Foreign Reactions to Bank Rate 


HE drop in the Bank of England rate, however technical 

an adjustment it may appear to informed opinion in 
Britain, has inevitably caused considerable ripples in the 
pool of international credit. The Bank of France reduced 
its official rate of discount on the same date and by pre- 
cisely the same amount, from 4 to 33 per cent. This, 
however, appears to have been a wholly coincidental and 
not consequential decision. Given France’s financial and 
balance of payments predicament, it is a decision which is 
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extremely difficult to justify: With an unbalanced budget 
still generating inflation on a massive scale, a gaping deficit 
in the balance of payments and a gold and dollar reserye 
which is exiguous, the reduction of the Bank of France rate 
must, obviously, be interpreted in political and not 
economic terms. It must have been taken by the Minister 
of Finance and not by the Governor of the Bank of France, 
The sole justification advanced for it, namely, that it will 
help to reduce costs of production and therefore prices in 
France, comes straight out of the economics of Bedlam. 

On Tuesday of this week the Danish National Bank 
lowered its discount rate from § to 44 per cent. This 
move can be regarded as a direct and logical consequence 
of the fall in the Bank of England rate. There is a strong 
and long tradition for credit conditions in what is now the 
Uniscan area to move closely together. It is noteworthy, 
too, that a sudden sagging of money rates in the New 
York market followed the London decision. At the 
beginning of the week it was announced that the latest 
issue of g1-day US Treasury Bills had been made 
at an average yield of 1.634 per cent compared with a 
figure of 1.957 per cent a. week previously and a yield of 
slightly over 2 per cent maintained over the greater part 
of the summer months. Tenders for the latest bills were 
sent in after news had been received in New York of the 
fali in the London Bank rate and were undoubtedly 
influenced by this development. The expansion in 
member banks’ reserves that followed the lowering of 
reserve requirement percentages in July had been largely 
eliminated by August as the result of further expansion in 
circulation, commercial loans and bank deposits and some 
loss of gold.. Reports from New York reflect expectations 
of a further easing of reserve requirements which may later 
be supplemented by a reduction in re-discount rates, re- 
turning them to 14 per cent from which they were raised 
to 2 per cent last January. 


New Labels for Transport 


HE Transport. Commission has twelve months—and 
longer if the Minister allows—to prepare a scheme 

for the reorganisation of the railways. What is done now in 
the recasting of railway management can, therefore, be only 
ad interim and without prejudice to the statutory scheme. 
The arrangements announced this week by the Commission 
are wholly of this character. The vacuum created by the 
disappearance of the Railway Executive is filled—as it had 
to be—by the Commission moving over to Marylebone and 
taking over the existing headquarters staff. One tier of 
management is cut out, and five years’ experience of double- 
deck management had long shown the need for such a step. 
The question now is whether the concentration of power 
in the Commission for major railway policy, including 
finance, and general direction will still lead to the excessive 


_ centralisation of decision that s@ seriously impeded progress 


and initiative during the old regime: 
There is room for hope in the wider powers that are to 
be given to the chief regional .* They will no 


longer be officers of the Railway Executive with their 
powers undermined by an absurd functional system of 
control which put their subordinates under the control 
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of the technical members of the Railway Executive ; instead 
they will take charge of commercial, operating and tech- 
nical services im their regions, and will be answerable 
directly to the Commission: “For the time being” the 
six regions will remain as they are ; obviously their future 
character will be a major consideration in the permanent 
scheme. As for the other components in the grand concep- 
tion of unified transport as enacted in 1947, the “ Execu- 
tives” for British Road Services, Docks and Canals and 
for Hotels are replaced by boards or committees of manage- 
ment—self-evident changes of title that leave wholly aside 
such major questions as the successful disposal of road 
haulage fleets and the advantages of keeping or disposing of 
ancillary activities, 

Thus the interim arrangements, as far as they go, hold 
out the prospect that the statutory scheme will admit the 
widest practicable degree of decentralisation. There will 
be work enough for the Commission in the tasks that must 
be done centrally—in financial responsibility, wages and 
staff policy, technical standards, and the broad co-ordination 
of the railway systems. The rest calls for decision on the 
spot, exercised by regional managers with effective power. 


Opening Sallies at Gatt 


HE eighth session of the contracting parties to the 

General Agreement on Tariffs and Trade has got 
under way at Geneva, in an atmosphere that is dominated 
by the uncertainty about America’s future trading policy. 
In his speech on the opening day, Mr Waugh, America’s 
Assistant Secretary of State for Economic Affairs, had 
necessarily to follow his Administration’s present line of 
being exceedingly cautious in every forecast—and then of 
falling back on the usual generalities about the need for 
sound money. Mr Waugh did, however, agree that all- 
round re-assessment of everybody’s economic policy would 
be needed before an effectively multilateral trading system 
could come within grasp, and he believed that a basic 
review of the constitution of Gatt would have to be 
undertaken as one feature of that reassessment. He then 
added “ while it may be unwise to establish too rigid a time- 
table for international discussions on this subject, it is the 
present thinking of my government that the coming year 
may prove to be an appropriate time.” 

The British President of the Board of Trade, Mr 
Thorneycroft, replied flatly that any attempt to cure the 
present “ chronic unbalance of world trade” was doomed 
to failure unless America fundamentally changed its com- 
mercial policy. The specific features of American policy of 
which he complained included “ tariff rates of 50 per cent, 
60 per cent or even more,” difficulties of customs valuation, 
the Buy American Act, America’s discriminatory shipping 
policy, and its “reciprocity provisions which inhibit the 


unilateral lowering of trade barriers, which is axiomatic: 


to a solution of unbalanced trade.” Until uncertainties on 
such points had been removed, Mr Thorneycroft believed, 
“we should not try to plan for a world the exact nature of 
which we do not yet know.” For this reason he felt that 
decisions of major policy should be postponed, and he 
considered that it was in nobody’s interest to press the 
“ difficult issue ” of Japan’s application for membership of 
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Gatt at this time: If the issue is presséd—and America 
has thrown full support behind Japan—Britain will abstain 
from voting ; it will also, apparently, take advantage of the 
Gatt rule that-allows it to refuse most-favoured-nation 
treatment to new members and will not itself enter into 
tariff negotiations with Japan. 


Request for the Waiver 


E his speech, Mr Thorneycroft also referred to Britain’s 
request for a waiver of the Gatt rule that prevents it 
from raising duties on items of agricultural produce from 
foreign countries so long as it still allows that produce duty- 
free entry from Commonwealth sources. The British 
Government is emphasising that this is a technical problem; 
but that, if the waiver is refused, it will either have to.ask 
Parliament for legislation to increase import duties from 
the Commonwealth (and thus reinforce the ranks of the 
“* get-out-of-Gatt ” school in Britain) or else continue the 
use of quotas to protect British agriculture. The question 
has now been referred to a working party of ten members on 
which three countries that would be likely to be among the 
main sufferers from any imposition of agricultural protec- 
tive tariffs by Britain (Denmark, France and Italy) are 
represented. So far the main battle in this working party 
seems to have centred on the unwillingness of the British 
representatives to specify the articles on which tariffs 
would be raised. Britain has replied that the items in 
question are those in which there are next to no Common- 
wealth imports and where, therefore, the grant of the waiver 
from the strict rules of Gatt would cause no substantial 
diversion of international trade. 

One cheering development at the Gatt meeting is 
that there should now-be no difficulty in extending beyond 
the end of this year the “ bound tariff schedules ” already in 
existence. The United States representatives are, in fact, 
proposing that the extension should be for eighteen months, 
not for-twelve months, as had been generally anticipated. 
This proposal may have some significance, for it would 
carry the termination of the Gatt schedules to June 30, 
1955. This suggests that the United States Administration 
has now accepted the fact that it will not be able to secure 
a fundamental revision of its Reciprocal Trade Agreements 
Act by June 30, 1954, when the present extension of the 
Act expires. The Randall Commission will not have 
reported before March, 1954, and it will clearly be impos- 
sible to induce Congress to incorporate its recommendations 
in the form of permanent legislation within three months. 
In these circumstances it seems likely that the Administra- 
tion may seek to extend the Reciprocal Trade Agreements 
Act for twelve months until June, 1955 ; and that any battle 
it feels able to wage with Congress to secure more liberal 
trading legislation will be fought out with that date in mind. 

Quite apart from criticism of its general trading policy, 
America has found itself “in the dock” on many specific 
counts at this eighth session of the contracting parties. It 
is being attacked for the restrictions that it has recently 
imposed on imports .of dairy products, fats and oils under 
section 22 of the Agricultural Adjustment Act. It is also 
under fire from Greece, Italy and Turkey following the 
increase in its import duty om dried figs; in fact, the’ 
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Turkish Government has taken retaliatory measures that are 


being criticised in turn. Complaints have also been 
lodged about America’s import restrictions on filberts and 
about the export subsidies it has granted on sultanas, 
oranges and almonds. One consequence of this hailstorm 
of complaints may be that in the working party that is 
discussing the British request for permission to increase 
agricultural tariffs, Britain may derive its main support from 
the Americans. Birds of a feather... 


BOAC Scrapes By 


orn the second year in succession, British Overseas 
F Airways Corporation has managed to make a profit and 


to square its accounts without going to the government for _ 


a subsidy. This estimable result for the financial year to 
March 31st nevertheless requires a proper interpretation. 
When BOAC talks of “ profit” it means the balance on its 
operating account plus net miscellaneous revenue ; when it 
talks of “ surplus ” (or “ deficit ”) it means the balance after 
paying interest on its capital. ‘These accounting concep- 
tions are entirely proper—and they enable the figures 
to be compared more or less directly with those of other 
airlines—but it is important that they should be under- 
stood. BOAC made a small operating profit in 1952-53 of 
£10,161 on a total traffic revenue of {35,699,176 ; in the 
previous year its operating profit amounted to {1,403,061 
on a total traffic revenue of £32,831,296. That is the crucial 
comparison in the latest report. “Profit” including 
net miscellaneous revenue amounts to £103,875 (against 
£1,233,722 for 1951-52) and the “deficit” after interest 
charges was £838,664, compared with a true “ surplus” of 
£274,999 for 1951-52. This deficit was whittled down to 
the manageable sum of {292,718 by taking into account 
certain capital profits and other surplus amounts totalling 
£545,946 ; this more modest deficiency has been added to 
the accumulated shortfall, which now amounts to 
£1,778,171. 

There is good justification for BOAC’s abstention from 
claiming an Exchequer grant to make up last year’s 
deficiency. It was unlucky to be hit by a number of events 
that would not normally be expected to recur. The oil 
refinery strikes in the United States and a temporary 
grounding of the corporation’s Stratocruisers cost between 
them {£750,000 in passenger revenue. Other unexpected 
factors that are more liable to recur, however, included 
disappointed hopes of increased mail traffic, resulting. from 
restrictions on trade imposed by Australia and South Africa, 
and an unusually foggy winter that severely affected the 
services. 

But there were also factors of an apparently more funda- 
mental character at work last year which do not promise 
to make the Corporation’s task in 1953-54 at all easy. 
Operating costs are rising; wages, fuel prices and 
materials and spares are all up. The effect of these cost 
increases on the “ break even” point is most unwelcome. 
Last year’s revenue showed a satisfying increase from £33.6 
million to £36.2 million. But to earn this high 
BOAC offered for sale much more capacity—215 million 
ton miles, compared with 19§ million ton miles in 1951-52 
—and unfortunately for the financial out-turn the average 
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The Year of the Cornet 


AS BOAC last year had to struggle to make only 


a little money, it had the outstanding triumph of — 


bringing into service the de Havilland Comet. It carned a 
profit on these new Comet services immediately—* an 


unusual result,” the report declares, “even for a conven- © 


tional aircraft in its first year of operation.” The introduction 
of any new type of aircraft is generally-a costly business, and 
with the Comet experience of totally new operating condi- 
tions had to be gained in proving flights before commercial 
services could begin. The fact that the Comet earned a 
profit because it so powerfully attracted traffic and could be 
worked at a high loading ratio is a tribute to the designers 
who delivered an aircraft that has proved remarkably 
trouble-free in service and to BOAC’s engineers who have 
been responsible for its maintenance. So 
But there is s of a contrast between BOAC’s 
success with its first Comet flights and its attitude towards 
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<I MARKET INFORMATION SERVICES LIMITED 


Market Information Services Limited undertakes market research by 

means of sample surveys of every sort on any required scale. Its field of 

operation covers habits and characteristics, and public opinion. It has a 

fully qualified technical staff, its own force of field investigators, and the 

y punched-card tabulating equipment and calculating machinery necessary 

for this type of work. It specialises in devising and applying new 
techniques for the solution of difficult problems. 


MARKET INFORMATION SERVICES LTD. 


| 
MARKET RESEARCH & PLANNING 
24, BROOK’S MEWS, LONDON, W:1. GROSVENOR 2211 
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U nderground «Movement 


Every sHip that heads down the Tees to the sea sails over an 
underground tunnel carrying I.C.I.’s pipelines deep below 
the river bed. One of the boldest engineering projects ever 
undertaken by a chemical company, I.C.I.’s pipeline tunnel 
connecting the Wilton chemical plants with those of 
Billingham, nine miles away, cost more than a million pounds, 
and provides the vital link that makes the Billingham-Wilton 
system the largest concentration of chemical industry in the 
world. From Wilton, pipelines carrying the valuable 
‘ olefine ’ gases butylene and propylene, petrol (which is a 
by-product) and ‘ tail gas’ (a mixture of residual gases rich 


in hydrogen) run a mile and a half up-river to the tunnel | 


header shaft, where they plunge down to the nine-foot 
diameter tunnel. 

Having completed their dark journey, the pipes surface 
on the opposite bank, which stretches away across desolate 
salt-marsh country to Billingham. There, high-pressure 
plants convert the propylene to isopropyl alcohol—another 
important chemical raw material—and the hydrogen in the 
tail gas to ammonia, while the butylene is used to improve 
the by-product petrol—and to make the ‘ bottled’ gas that 
provides heat and light for yachtsmen, caravanners and 
country dwellers. Soon, the tunnel will carry back another 
raw material—brine. From boreholes on the north side of 
the Tees, a pipeline will feed this raw material—essential for 
the manufacture of chlorine and caustic soda—to plants now 
being built at Wilton. Forty road tankers a day would have 
been needed to carry the petrol, butylene and propylene that 
now pass unseen from one great chemical works to the other, 
while, were it not for the pipeline, the tail gas would have 
had to be wasted. The Billingham-Wiltor link is a good 
example of that special kind of industrial efficiency that can 
be achieved only on a large scale—and witii large resources. 


Imperial Chemical Industries Limited 
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Any day, anywhere, you see them, their 
baskets filled with the necessities (and luxuries) 
of life, quite unaware of how much they 
depend on board —the “‘ cardboard” which 
makes shopping easy and practicable. Board 
for protective cartons, board for sturdy 
packing cases; board everywhere, much of 
it produced at Thames Board Mills. From 
these modern mills where fifty years’ ex- 
perience goes into every day’s work, come 
the “THAMES BOARD” and “FIBERITE” 
packing cases used for the effective distribu- 


tion of hundreds of products to millions 
of homes. 


THAMES BOARD MILLS LTD 
PURFLEET, ESSEX 


Manufacturers of 
“THAMES BOARD” for cartons and other uses } 
“FIBERITE ” Packing Cases ; “ ESSEX” Wallboard 
(Mills at Purfleet, Essex and Warrington, Lancs) 
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putting them into. service.?. If the British air corporations 
make a loss, the Exchequer provides a subsidy for them 
through the Ministry of Civil Aviation ; if the loss arises 
from the particular costs of development flying should it be 
recouped by some special means othér than the subsidy 
arrangements laid down by Parliament ? 


The Miners’ Latest Claim 


HE new full-time member appointed to the National 

Coal Board this week, Mr W. H. Sales, succeeds Mr 
Ebby Edwards and will presumably fill the same functional 
post in charge of labour relations. He will immediately be 
busy ; the National Union of Mineworkers is shortly to 
present its claim for an increase in the wages of all day wage 
workers, laying as usual particular emphasis upon the plight 
of those workers: who are on or about the minimum wage 
of £6 78. 6d. a week. In the second quarter of this year 
the average earnings in mining amounted to about {10 
18s. 9d. a week, though the spread between classes of 
workers was considerable, with miners at the face earning 
an average of {12 138. 6d. a week and men on the surface 
earning an average of £8 13s. 4d. a week. The union has 
always contended that there are a considerable number of 
men earning little more than the national minimum 
wage and during the last few years these have been placed 
in the forefront of all wage claims. This is understandable ; 
piecework rates are negotiated locally, and the money that 
day wage men can earn may well be brought into these 
myriad wage discussions at the lower levels. The Coal 
Board’s attitude towards this new wage claim has not been 
indicated ; but the cost of the miners’ extra holiday this 
year, and of the unofficial third week’s holiday that the 
miners are taking through absenteeism, is not likely to 
encourage concessions (leaving on one side the board’s 
unhealthy finances). Since the war, however, it has never 
managed to withstand an increase in wages, and the clamour 
about a coal crisis this year will not make a stand easier. 


The Cost of Coal Holidays 


N the second quarter of this year the total operating 
profits of the National Coal Board and its surplus after 
providing for tax and interest were both slightly higher than 
in the first quarter, and the comparison looks even more 
favourable with* the second quarter of 1952, when the 
board’s profits were insufficient to meet these charges. In 
fact, however, the second quarter’s financial results were 
disappointing ; they suggest that in the current quarter the 
board faces a considerable deficit and possibly even an 
operating loss-om its collieries. . This may already have been 
discounted in Hobart House as part of the cost of a second 
week’s holiday in the coal mines (another part of the cost is 
the present danger to coal stocks for the winter). But it 
makes the industry’s financial prospects for 1953 as a whole 
much less hopeful than appeared likely when coal prices 
were last raised this spring. 


Total colliery costs in the second quarter were in fact 
about 24 per cent lower than in the first, but since the 
output of saleable coal from the mines was down by nearly 


6 per cent, mining costs per ton rose ~by some 2s 
a ton. The board had the benefit of increased prices over 
the whole of this period, and therefore still managed to make 
a profit of nearly 28. 6d. a ton on mined coal. It produced 
about 3 million tons of opencast coal during the quarter; and 
may have sold rather more ; at face value, therefore, its esti- 
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mated total profit of £430,000 on opencast coal would mean 
a profit of nearly 3s. a ton, though the opencast accounts 
were presumably still blurred by the high cost of stocking 
coal at the sites. Since the end of June the Coal Board has 
managed to sell about a million tons from these opencast 
stocks in addition to its current output, so opencast profits 
in the current quarter may be higher: The outlook for 
profits from the board’s ancillary activities is uncertain ; 


- these fell sharply in the first six months of this year. Coal- 


mining, however, is the preponderant item in the board’s 
profit figures ; and colliery costs seem unlikely to have 
fallen in the current quarter enough to offset the fall in 
proceeds that must result from the drop in output caused 
by the miners’ exra holidays, 


New Policies in Coal 


NE consequence of the duty to break even by which 
O the National Coal Board considers itself bound is that 
about half its coal production, taking one year with another, 
tends to be mined at a profit and about half at a loss. 
Whatever the external effects of this price policy upon the 
national eeonomy as a whole, one internal effect is to make 
the industry inherently difficult to run. Which should a 
manager regard as most important, getting his output up 
or getting his costs down, when the break-even point gives 
him no real yardstick for his own pit ? This is a practical 
problem of higher management, which only the overriding 
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demand for every ton of coal that could be got anywhere 
has enabled the board ‘to set on one side in recent years ; 
and at its recent summer school at Oxford, Mr E. F. 
Schumacher, the board’s economic adviser, offered some 
tentative suggestions as to the way to approach it. 

Mr Schumacher suggested that in the 283 pits which in 


1952 produced some 35 million tons at a loss of 103. or — 
more a ton, costs should certainly receive the most atten- 


tion—* We are not looking to these pits, and to this sixth 
of national output, for the additional coal we need.” 
That these pits should get costs down, even if that 
means some loss of output, is a fairly simple principle for 
a mine manager to accept. It may not be so easy for the 
individual manager to accept its necessary complement— 
that in the 340 pits producing about 51 per cent of the 
country’s coal at profits ranging from a penny to more 
than a pound a ton, output should be raised even if profits 
fall. A manager producing the excellent results of, say, 
15s. a ton profit on all the coal he raises may not take kindly 
to the suggestion that he should get all the coal he can 
at higher and higher costs, even if it brings his profit down 
to nothing or occasionally puts the pit into the red. The 
extra coal that he may be able to produce down to a loss of 
say $8. a ton could replace coal that today has to be 
mined at a loss of 50s. a ton, saving the industry money. 
This would mean telling the top 340 pits to go primarily 
for output, and the bottom 283 to look mainly after costs. 
For the middle band of about 275 pits, producing a size- 
able proportion of the country’s coal at losses up to 10s. a 
ton, Mr Schumacher would hazard no such generalisation ; 
for them the primary emphasis should be decided on 
the spot. He was understandably at some pains to 
emphasise, moreover, that he was not advocating the imme- 
diate closing of 283 pits and the shelving of financial 
considerations at 340 more fortunate ones. The formula, 
as he said, is a crude and theoretical first approximation, 
but it does represent an attempt to behave sensibly in an 
economic situation where some of the traditional rules have 
been excluded by definition, or at any rate by tacit accept- 
ance. Whether it could achieve the degree of refinement 


and flexibility. that this 9o0-piece industry requires would - 


seem most doubtful ; but it is one indication, among others, 
that the board is at least facing some implications of its 
accepted policy. 


Signals in Export Prices 


HE terms of trade moved one point in Britain’s favour 
T in August, to 90 (1952100), after three months of 
stability that seemed to presage a halt to a prolonged period 
of improvement. The Board of Trade’s indices, pub- 
lished this week, show that although the composite index 
of import prices remained at 87 for the third successive 
month, the composite export index rose by one point to 
97. The export index for metals and engineering goods, 
which had been stable for the previous three months, rose 
by one point to 101. The index for textiles, which was 


unchanged in June and July, rose by one point to 93> while 


the index for “ other manufactures” fell from 92 in the 
previous two months to 91. A decline of one point, largely 
seasonal, to 96 in the import index for food, drink and 
tobacco, and an equal fall to 85 in the index for imported 


improvement : in he terms ve trade during 

the last eighteen months has increased Britain’s real inc sine 
by well over £300 million a year and has contribuied 
greatly to-its economic ‘recovery, | But a Continuation of 
this improvement, especially from a | urther rise in export 
prices, might be a mixed blessing. Last month’s incre sc 
in export prices need not be exaggerated ; it was actu lly 
less than a full point. But it does indicate a change in 
direction. ine De Saeco 
exports is now: the 1952, average, and it 
oughout the past twelve 
Ss ogra @nly four 
and is now within two points of 
There is nothing in the prescut 
or foreseeable state of world markets to suggest that British 
export prices could be raised with impunity. And any 
significant decline in the import price index would be 
matched by a further drop in the earnings of the sterling 
area’s primary producers, which in turn would almosi 
certainly react on the export trade. Perhaps the stave 
has now been reached when it will be better. yone 
if Britain’s terms of trade “improve” no further 
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HE full details of Britain’s overseas trade in August 

throw little light on the trends in exports ani 
imports ; the month had two fewer working days than July 
arid—as a note on the preliminaty figures in The Econom! 
of last wéek pointed out—the nominal working days we':, 
for many, holidays. A better guide to the trade pattern is 
obtained by comparing the average of July and Augusi 
with the monthly average in earlier « For the two 
months, exports averaged £216.3 million (f.0.b:), three per 
cent more than the monthly average of the second quart: 
and four per cent more than the average in the first quarter. 
The index of export prices rose by one point last month. 
but the Board of Trade attributes the increase in exporis 
for July and August, taken as a whole, to a larger volume 
of trade. The greater part of this increase was in textil-. 
(notably wool manufactures), which were 11 per cent highc: 
than in the second quarter. Exports of “ other manufac- 
tures” and of metals also increased, but shipments of car: 
ci 
further £600,000 a month. _ 

Imports in July and August. 2 1 £269.1 million 
(ait fe po cock ee ene eee be hal 
the year and about three per. cent lower in volume. This 
decline was largely seasonal and mainly affected arrivals 
of raw wool and other raw materials from, the sterling arca, 
ee elow the average of the 

i flour averaged 



































THE ECONOMIST, 


improvement, for ships ents to that country increased by 
about 20 per cemt compared with the average for the second 
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Decontrolling Sugar 


* 


His month the British sugar trade moves somewhat 
nearer to decontrol. The subsidy on sugar sold to 
ihe public has been removed ; the Ministry of Food has 
announced that its rémaining responsibilities for the export 
irade in refined sugar will be returned to private hands in 
January ; and sugar will: shortly be taken off the ration. 
Price controls are expected to be abolished at the same 
ume, with the probable exception of refiners’ prices. Since 
sugar refining is dominated by a single firm, the Ministry 
may wish to exercise some-control over these prices as long 
as it is responsible for the supply of raw sugar for domestic 
consumption. 

The most difficult part of decontrol still lies ahead. 
Britain supports the price not only of domestic sugar, but 
of the major portion of its supplies from the Commonwealth 
as well. The domestic sugar beet industry, which produces 
some 600,000 tons of raw sugar a year, enjoys with other 
farm produce a guaranteed market and a minimum price, 
under the Agriculture Act of 1947. The Commonwealth 
Sugar Agreement pravides Commonwealth producers with 
an assured market in Britain, at a price negotiated annually, 
for 1,568,000 tons. Before the sugar trade can be freed and 
the market reopened, some means will have to be found 
wheréby . domestic and negotiated-price Commonwealth 
sugar would be fully taken up, despite competition from the 
cheaper sugats bought in the free market. 

One possible method would be a system of “ weighting ” 
the prices of raw sugar for domestic consumption so that, 
while the existing price guarantees would be honoured, 
fixed-price and free-market sugar would nevertheless be 
equally attractive to the refiners. Under such a scheme, 
changes in the price of free-market sugar would entail a 
related adjustment of the equalised price. If the many 
technical problems could be overcome, it should then be 
feasible to estore an international futures market in 
London, provided that the Treasury was prepared ‘o 
permit a reasonable amount of arbitrage. Such a scheme 
would also seem to avoid the need for a deficiency payments 
system for beet sugar, such as that being introduced to 
overcome a similar difficulry in home grains. But other 
methods will no doubt be canvassed by the various interests 
concerned, and it seems unlikely that decontrol can become 
a fact until well into 1954. 


Expansion for Cocoa 


f HE problem of cocoa, unlike that of many commodities, 
is how to expand, not restrict, production. Demand 
for chocolate and other cocoa products recovered quickly 
after the war and is still increasing. Yet the production of 
cocoa, which fell by 30 per cent during the war, has failed 
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to respond, even though cocoa’ prices have soared to six 
times their prewar level. Only in 1950/51 did world pro- 
duction approach the record crop of 787,000 tons in 
1938/39. The 1952/53 crop is put at about 745,000 tons 
and no substantial increase is expected in the near future. 
The world conference on cocoa, which met in London last 
week, considered that, given a reasonable price level, the 
world could very soon absorb one million tons of cocoa a 
year. Expansion of production would be in the real interest 
of the producing: countries, raising their living standards 
further, particularly in British West Africa, which produces 
over half the world’s supply. : 

But the hundreds of thousands of small peasant cultiva- 
tors will not easily be persuaded. Over-prodtiction and low 
prices between the wars still leave them with the fear that 
a large increase in production would again drive down 
prices to a low level ; and they are only too conscious of the 
fact that the shortage of supplies in recent years has brought 
them great prosperity. How can they be persuaded, as Mr 
Paul Cadbury put it at the conference, that cocoa is poten- 
tially an expanding market, but that it will not expand if 
prices rise beyond a certain point ? If these mental attitudes 
can be changed, the prospects of increasing supplies should 
be bright. It is now possible to raise the yield per acre to 
over 1,100 Ib. of good cocoa, compared with. the present 
average of about 400 Ib. There are also promising possibili- 
ties of introducing the cocoa bean to new tropical areas, 
such as Malaya, where it is considered that 100,000 tons a 
year could be produced. It is at least a hopeful sign that in 
the Gold Coast and Nigeria the farmers are now supporting 
the campaign against swollen shoot—which, with other 
diseases, cost the world seme 200,000 tens of cocoa a year. 


Revival in Tinplate? 


VER since the tinplate handmills in West Wales began 
E to be closed down or put on a “care and mainten- 
ance” basis early this year there has been some“ controversy 
among the tinplate producers and their customers about the 
effect that closure might have upon tinplate supplies later 
this year and after. The producers in West Wales, par- 
ticularly the larger companies that own modern strip mills 
as well as the obsolescent handmills, have maintained that 
they had built up the stocks they could carry at their own 
works to a physical and financial maximum, and that the - 
closing down of capacity, with the inevitable dispersion of 
workers, had to follow. The decision to concentrate pro- 
duction upon their more modern units—which« in any case 
produce tinplate of higher quality for which demand fell 
much less—was an obvious one for these large © janisations; 
a number of the independent handmills were eventually 
forced to follow suit. 

Some of the major consumers of tinplate in this country, 
however, arguing that the recession in demand was simply 
a ripple in a trend that must continue fairly steadily upward, . 
argued that the Welsh tinplate industry should have made 
more effort to retain its capacity—of which in the hand- 
mills labour must be counted the most important part—in 
being. Otherwise, they forecast, the labour would not be 
there to be had when demand began to revive in a few 
months ; the handmill workers are well aware that in any 
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case many handmills are due to be closed wien the second 
tinplate mill of the Steel Company of Wales is brought into 
operation at Velindre in a few years’ time, and have every 
incentive to find new jobs. The result, as these consumers 
see it, is that the Welsh industry may not be capable in the 
interim period before Velindre opens of producing all the 
tinplate that could be sold. Other countries are bringing 
new continuous mills into operation and offering tinplate 
for export ; Britain, after the United States the largest 
exporter, may lose business that it could nurse along with 
the handmills until Velindre comes in. These consumers 
argue, too, not unnaturally, that the producers had creamed 
enough profit out of their latge export premiums since the 
war to be able to afford a few months “ temporary ” under- 
employment. 

Demand has now begun to revive—as both groups in 
the argument agreed it would this autumn—and the Steel 
Company of Wales has decided to reopen nine of its hand- 
mills at Pontardawe and Gorseinon. These reopenings 
may offer a first test of the argument about lost labour.. The 
tinplate producing companies, though fairly optimistic, are 
not disposed to underrate the difficulty of getting back their 
full complement of men. Not many tinplate workers are 
still registered as unemployed. In spite of the high carnings 
to be obtained there, this reprieve, or stay of execution, for 
the handmills may not sound too attractive. 


Footing the Bill at Woomera 


HE Minister of Supply’s recent visit to Australia evoked 
T a display of irritability from certain sections of 
Australian opinion that .marked the considerable dissatis- 
faction over the burden of commonwealth defence costs that 
has been falling on Australia. These are likely to remain 
high but Mr Sandys does appear to have removed a small 
but acute source of friction between the two governments. 
This is connected with the arrangement under which the 
costs of the Woomera rocket range were divided between 
them. About {25 million has been spent on setting 
up the range; and it was always intended that the two 
countries should share the cost. But the formula by which 
the costs of running the range were divided between the 
two governments appears to have been that the British 
government assumed financial responsibility for all work 
_ done in this country, while the Australian government paid 
for work done in Australia. This simple arrangement 
worked well enough while rocket development was in its 
early stages, when most of the work was done in Britain. 
Recently, however, activity at Woomera has risen sharply 
and the majority of the British companies engaged in rocket 
development have found it necessary to set up establish- 
ments at the range itself where the missiles and other equip- 


ment arriving for test are assembled. There are altogether © 


more than a hundred British companies participating in these 
tests, doing an increasing amount of work at Woomera itself 
and calling increasingly on the Australian government for 
payment. In addition, the Australian government has been 
responsible for designing and building several pilotless jet- 
powered aircraft that have been used as trial targets for the 
missiles. 

If Australia’s share in the costs of the Woomera range 
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has been Lgepeonty hh _ the pew 
financial arrangements announced Mi <9 to 
recognise thé fact. In future the Australian government 
will pay only for work done specifically at its request ; the 
provision of target aircraft would seem to fall into this 
category. The British government will pay for al! work 
done to its order—and that may involve most of the work 
at the range. This seems to be a new definition of “ sharing” 
of costs, but the Woomera range has a particular value that 
may justify a high cost. Its vastness enables the scientists to 
recover and examine the remains of missiles, which yield 
most valuable information. It may even be that they have 
established a technical lead over American research ‘cams 
who use ranges firing out to sea and rarely see their rockets 
again. f ; : 


Inco’s Iron Ore 


RON is a major pregen the ores from which most 
I of the world’s nickel is p , and the possibility 
of extracting it from the 
economic price has long core nickel producers. It 
has been mentioned, for example, in connection with the 
Nicaro project financed by the American Government for 
obtaining nickel from laterite ores in Cuba, and a little 
Cuban laterite is. already worked as iron ore, though the 
chrome associated with iron in these ores is hard to 
remove. But the largest development in the field so far is 
the new process announced last week by the International 
Nickel Company of Canada. Inco is erecting a $16 million 
plant at Copper Cliff, Ontario, that will yield a million 
tons of iron ore a year as a by-product of nickel extraction 
from the company’s Sudbury ore deposits. The Sudbury 
ores contain iron, copper, nickel and sulphur, and up to 
the present only the two non-ferrous metals have been 
extracted ; the Copper Cliff plant will ‘extract iron (thus 
making nickel extraction from lower-grade ores than ate 
now used a commercial proposition) and the company 


thinks that it may eventually become feasible to take out 
sulphur too. — - 


If you are seeking new markets abroad or want to know more 
about your present ones, the i pe iy epee 
Intelligence Unit will help you. 
and up-to-date analyses of costuestic. teal 
coal peospoote i Ufhtr wooa” Alley catiaba pou of 
information of value to the and investor. Each 


report is prefaced by a summary of the main facts and con- 
clusions, and contains » comprehensive statistical appendix 
supplemented by maps and diagrams. 


This service of reports was started by the Unit last year. 
From the outset the demand was large and came from many 
parts of the world, and in response to requests from subscriber 

_ the list of countries included im the sérvice has been extended. 
Fifty reports are now published every quarter on a total of 
territories. 


seventy 


Descriptive leaflets and a specimen of the reports 
_ may be obtained from: @ bd 


22 Ryder Street, St. James’s, London, §.W.1 
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by RAIL 


Time for your meeting — 
back the same day. Are you taking advantage of 


the dozens of British Railways speeded-up services for the business man ? 





They cover most big industrial centres. You get there quicker, fresher and 
arrive before lunch. There’s time to do your business and return in comfort 
after tea, Meals en route and reserved seats, of course. Ask your secretary 


to get yowa leaflet giving full details, from any Railway Station or authorised 





travel agent. Why not ask her today? Aa 


{ 





othing left to ce oa | 


MOULDED SEAL. The production % This is but one example 


permanent bond between | af the ihiricate operations 
ofa strong, the in the manufacture of 


mete: cap and the glass bulb of Royat “ Ediswan’” Lamps, 
Royal “ Ediswan” Lamps is achieved - calling for the highest de- 
by the use of specially designed | £7*¢ % ‘climica!s/'( and 


the utmost care and pre- 

“keys” moulded in the glass. ‘cision. Nothing is \cft to 
Ediswan Engineers are successfully |. chance-onlythe/ine.ima- 
: * * f : terials are used and ‘here 
applying this technique toa greater range is strict contro! at each 


But has she | | 
: . : of types than ever before, | stage of manufactur 
married into | Pee 
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our business? —_— 


















The Edison Swan Electric Co. Ltd., 155 Charing Cross Road, London, W.C2 & 
Member of the A.E.1. Group of Companies 
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The iron rates that will be obtained from this 
nick! process. will be Of an exceptionally high grade— 
much richer tham the ores from the famous Mesabi range, 
for example. They will contain at least 65 per cent Fe 
content, with less tham 2 per cent silica. International 
Nickel states that such ores will command a premium price 
for direct use in opem hearth and electric furnace steel pro- 
duction in Canada-and the United States—high-grade ore 
is always chargéd into open-hearth furnaces in small 
quantities, along with iron and scrap. Its statement 
last week hinted that the price “ per ferrous unit ” of this 
by-product ore may well be competitive with the high-grade 
ores that the United States steel industry is‘now having to 
import from Venezuela, Sweden, Liberia and Brazil. This 
may be true, though the trend of world ore prices seems to 
be downward ; and it will be interesting to know how it 
will compare with the price of the rich Quebec-Labrador 
hematite ores now being proven and developed. But for 
a by-product, assisted by a spread of overheads, the 
new Inco process may offer considerable possibilities ; it 
has been extensively imvestigated for several years and 
worked successfully at the pilot plant stage. This may be 
counted as one of the first rewards of the tremendous 
research efforts mow being devoted to the development of 
new methods of extracting metals from increasingly lean 


ores. } 





- 


Higher Prices for Wood Pulp 


RICES of Scandinavian wood pulp for shipment in the 
P fourth quarter of this year are moderately higher for 
nearly all grades. Demand is strong and supplies, particu- 
larly of some grades of chemical pulp, are fairly tight. The 
price increases range from about {2 to £3 ros. a ton for 
chemical pulp. Mechanical pulp, from which newsprint is 
made, is about 10s, a dry ton higher, but this does not affect 
the price to British mills, the major buyers of this type of 
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Scandinavian pulp. Britain buys six months’ ahead, and 
the price fixed for the last half ef this year is the same as in 
the first half, namely £27 10s. a dry ton, c.i.f. East Coast 
port. The price of bleached sulphit: pulp, which is used 
in the manufacture of fine grades of paper, is now very 
firm at about £53 a ton, c.if., showing an advance of 
between £3 and £3 10s. a. ton. Kraft pulp, which is used 
for making bags and light- board, is £3 higher at about 
£39 a ton, c.i.f. 

This hardening of pulp prices follows the generally 
slight reductions made for shipments in the third quarter 
of. this year. British users of pulp had therefore been 
tempted to look for a period of price stability, and though 
they have swallowed their disappointment and in most cases 
have accepted the new prices they would probably show 
strong resistance if the Scaridinavian pulp producers seek 
to raise prices again in the first quarter of 1954. It may be 
significant that the price of bleached rayon pulp has been 
left unchanged at about £65 a ton for the standard grade ; 
the price of £70 a ton for second quarter shipments met 
strong resistance from British rayon producers, who can- 
celled many of their orders. 


SHORTER NOTE 


Associated Portland Cement and British Portland 
Cement have increased their interim ordinary dividends to 
Is. per {1 stock unit, compared with the equivalent of 9d. 
per {1 of the present stock units a year ago ; the directors 
explain, however, that they have for some time realised that 
the interims have been low compared with the final divi- 
dends (which last year were equivalent to 2s. 3d. per {1 of 
the present stock units), and that this decision does not 
mean that total distributions for the year will necessarily be 
greater. Profits in the first half of 1953 are stated to have 
been satisfactory, although increased demand in Britain 
(resulting from flood damage and defence contracts) have 
caused more cement to be diverted from the very profitable 
export market to the less profitable domestic market, 


however, takes no account of a credit of 
£647,000 that has arisen from the belated 
settlement of the company’s liability for 
wartime Excess Profits Tax. As a result 
of this credit and of the year’s net profit, 
there is £863,255 available for reserves and 
dividends,- compared with last year’s 


ASSO- ance, depreciation, etc. (against £980,507 £466,319 (which itself included £246,000 


> EE EE I eee eee eisai eeeeseeeeemeneteateteteemeienie A it 


CIATION. Like most other textile 
companies Calico Printers enjoyed a 
ae in the volume of produc- 
tion and an improvement in earnings in 
the first six months of the present calendar 
scar ; but losses sustained by subsidiaries 
Indetes oe Cotton Textile 
‘ndustries, Ltd.—prevented any increase 
in profits or dividends for the year to 
June 30th as a whole. ‘The preliminary 
Sateeiet mote Cue net profit of 
the parent company at £216,255 compared 
with £220,319 for the previous year. 









he a ? 3 
needs, hi r, to be read with some care. 
This “net profit” is struck after deduct- 
ing charges totalling £2, {against 
£1,616,030 °im 1951-52); . charges 
deduced include for mainten- 


oe 


in the previous year) and sharply increased 
provisions for losses of subsidiary and 
associated companies (£290,006 against 
£110,523) and for taxation (£719,000 
against £397,000). This tax provision, 


Years to June 30, 
1952 1953 


in respect of an EPT credit). But share- 
holders are not receiving any of this year’s 
windfall, as £450,000 is to be placed to 
general reserve and £200,000 to a reserve 
against overseas investments (which had 
received {100,000 last year). Similar 
complications affect the consolidated 


$i— £ £ profit and loss account for the group. 
e maieaaes f deprecia ono sor: Saati This ‘shows an aggregate | gave’ of 
tion, airs, ete,.... SOU, , gainst t year): it 
Debenture interest... 128,000 28.00, E7TAAR Ter inclading an EPT. credit of 
Provision ee aidiaries., 110,523 290,006 £769,347 but after deducting £1,051,769 
Estimated taxation .... 397,000 - 719,000 (against £1,065 888) for maintenance, 
Net profit, after deducing =), 419 916 255 reciation, repairs, renewals and 
wittiends 2... Ble eee upkeep, and £710,628 (against £348,564) 
Ordinary dividends (per or taxation. : 
CONt). vs. cccveeneees sone 650,008 During the year the ordinary stock has 
Cany forward....sccee 121,710 113,784 come up from a “low” of 31s. 7}d. to the 






€ 
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present price of 46s. The dividend 
of 124 per cent (which has been main- 
tained for the fourth year in succession) 
offers a yield of only about §} per cent 
on this price. This does not look unduly 
generous, but the company’s current level 
of domestic profits must be considerably 
higher than a year ago; it was probably 
only the bumper from Australia that 
bowled out shareholders’ hopes of a higher 
dividend for the year just passed. 


* 
DAVY AND UNITED ENGINEERING. 


For the third year in succession, Davy - 


and United Engineering have had to 
report a fall in trading profits, this time 
from £584,455 to £442,798. Even aiter 
allowing for a fall of nearly £55,000 in 
taxation, net profits have declined from 
£221,302 to £131,699. It szems probable, 
however, that these disappointing figures 
are a reflection of the uneven incidence of 
heavy engineering contracts, rather than 
of a genuine decline in profitability. The 
chairman, Mr D. F. Campbell, explains 
in his statement to shareholders that one 
large contract was nearly, though not 
quite, completed by the end of the financial 
year on March 31st ; the profit on it will 
be brought into this year’s results. More- 
over, whereas last year Mr Campbell had 
to report that no rolling mill contract of 
any size had been placed by the British 
steel industry for two and a half years, 
this time he is able to announce a very 
big contract indeed. The company has 
recently secured orders worth about {£4 
million for rolling mill equipment from 
Richard Thomas and Baldwins, and from 
the Steel Company of Wales; this is 
probably the largest group of rolling mill 
contracts ever placed with a single corm- 
pany in Britain, Although some recent 
contracts for export work, on which the 
company had been mainly depending, 
have been less than. usually remunerative, 
this rolling mill order should go far to- 
wards keeping the company in full and 


fairly profitable employment, even if a 
minor world trading recession recurs. _ 
Although the gross amount of work-in- 
progress has risen by £737,000, advance 
payments have risen sufficiently to offset 
this—in fact net stocks and work-in-pro- 
gress are slightly down. But fixed invest- 
ment has continued at a high rate, and the 
group’s bank overdraft has increased from 
£221,157 to £303,268 despite last year’s 
share issue. The group has therefore 
decided to raise more permanent capital 
by another rights issue at par, this time on 
a one-for-twenty-one basis. Capital ex- 
penditure commitments are stated to be 
£276,000, against £204,000 a year ago. 
Years to Mar, 31, 
1952 1953 


Consolidated earnings :— £ 
Trading profit.......-. ssf, 442,798 
Total income. .......5. 584,737 443,138 
Depreciation .....,...- 76,438 87,856 
Taxation 4 i664 235,829 80, 
Nal fell 5 os 227,302 131,699 
Ordinary dividends. ... 51,824 56,943 
Ordinary dividends (per 

SORT ics ee eee 10 10 
Retained by subsidiaries 24,000 20,000 
General reserve........ ,000 


50,000 50 
Added to carry forward 14,478 5,451 
Cons. balance sheet :— 


Fixed assets, less depre- 


Cla tion <2. x82 sans 1,282,434 1,405,566 
Net current assets ..... 1,194,801 1,192,387 
Slacks 46. see 1,293,702 1,272,036 
Debtins se aS 1,213,676 1,151,934 
Cash iis. eres eke 36,457 7,621 
Bank overdrafts... .... 221,157 268 
Reserves isc een: 1,323,103 1,419,631 


987,132 1,036,522 


Despite the sizeable drop in net profits, 
the usual ro per cent dividend is main- 
tained on the shares. In the chairman’s 
words “stockholders must be prepared, in 
a business like this, for some ebb and flow 
of profits.” Perhaps some stockholders are 
feeling that there bas been a little too 
much ebb in the last féw years ; but with 
the 10 per cent dividend more than twice 
covered by net profits, with the rolling 
mill contract in hand, and with the {1 
ordinary stock at 31s. 3d. xd. yielding 
£6 8s. per cent, the new rights issue should 
have a wide appeal. 









SECURITY PRICES AND MARKINGS 


30 ORDINARY SHARES: “Financial Times" index (July 1, 1935 = 100) 
20 FIXED INTEREST STOCKS: “Financial Times” index {July |, 1935 » 100) 


MARKINGS: Weekly cverage of bargoins marked 
in the Stock Exchange Officiel List 
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THE ECONOMIS ! om 1, SEPTEMBER 26, 1953. 
LONDON STOCK EXCHANGE 


Next. Account begins : September 30th, 
Jontango Day: September 30th. 

- Next Settiement Day: October 6. 

Tue market's first excited reaction to the 

reduction in Bank rate sent prices suro. 


ing upwards until Friday’s close, by which © 


time 3} per cent War (at 863) had 
risen by 3} points in two days and the 
Financial Times index of industrial 
ordinary stocks (at 125.8) had risen by 
2.6 points, y, dealings were 
still very active ; in fact, bargains marked 


totalled 10,819, the highest figure since 
But by that time 


February 18, 1952. 
long-dated gilt-edged were already in. 


clined to sag, and by Wednesday’s close | 


War Loan was back to 86—and declined 
further on Thursday. At the beginning 
of the week, however, there was an in- 
crease in the top prices of Electricity 4} 
cent and Gas. 4 per cent, which had 
ved out of line with other gilt-cdged 
stocks both before and during the excite- 
ment. By Wednesday’s close Electricity 4} 
per cent 1974~79 stood at 101/% compared 
with 101 on Friday and with 100}4 before 
the Bank rate reduction, Savings 3 per cent 
1955-65 at 97 compared with 97} and 96;%, 
and Serial Fundings 3 per cent 1955 at 
101% compared with rors and roolf. 
Industrials were still strong on Mon- 
day, and. the Finaficial Times ordinary 
share index rose to 126.0, the highest for 
the year, compared with 123.2 on the eve 
of the Bank Rate change. In the stores 
group, “Gussies” and Debenhams went 
ahead; while elsewhere National Canning 
spurted 13s, 9d. to 1238. 9d. on the pro- 
share bonus, and the newly issued 
ewcastle Breweries 44 per cent deben- 


see. gee Se rar te 8 Premnum of 3}. 
By » however, considerably 
quieter to all 
sections of the market.with a generally 


downward tendency. Profit set in 
in industrials, despite a rally on Wall 
Street prices; by Wednesday's close the 
Financial Times index was back to 125.2. 

Elsewhere in the market there were 
modest mid-week rallies in oils, Kaffirs 
and copper shares. Teas were slightly 
better, but rubbers remained dull in spite 
of a small recovery in the commodity. 
Germarti bonds went ahead on Wednesday 
following the first transfer of foreign cur- 
rency under the debt settlement. 





FINANCIAL TIMES INDICES 





Security Indices Yields 
1953 aA — : 3 
x bev 
Sept. 16...) 123-2 -38 1 4-07 5-71 
» AT...) 324-8 | 110-50] 3-94 5°65 
» 18...) 125-8 | 111-28 3:86 5°61 
21...) 196-0 | 111-43] 3-86 5-60 
22...) 125-4 | 111-36] 3-87 5-63 
125-2 | 111-261 3-89 5-64 
eee i otal be 09 
111-43 | Sept.16| 8,02 
ye. 2) Pe aT 7.262 
‘9 | 105-681 ,, 18) 9,558 
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LONDON ACTIVE SECURITIES 
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- : “I | 93 S| Africa 3} % 459.1 97 983 | 315 91 meet aeal ae ts a Tobacco oo 56/- | 57/-"| 17 0 4q¢ 
oo : ILC. Skt OBO] $2. | Sb | 318 i $84L | $68b [$2-O0ei61-50a|inter. Nickel np.v....| $10) $14 | 610 4 
914 85} Z 90 ‘Liverpool 3% ‘54-64. .| 94 9} 1310 1H 64/9 | ene Tia) 10 Sine & Brick PP 7: 68/9 | 68/9 | 5¢-1 10 
103) | 97} seat . IP.L.A. 34% °66-71...| 91 914 | 4 3 10/1 69/9 | 54, a ay el & Lyle {1...... 63/- | 63/- | 415 Sr 
6 |Agric: Mort. 5% 59-89 102 | 102 | 412 3¢ 56/1041 48/- ube Investments £1.) 61/- | 62/-.| 446 9% 
84 61} 754 ) 66} Austria 44% 34. 4} 48/ ajTurner & Newall {1..; 55/- {| 56/6 | 4 8 6s 
13 | 5 = | es pee: a. m4 4 10 2d} 50/9 | 45/74 Ba SoU nilover CF chau: 49/44 | 49/1015 8 3 
| 43% ei 493 German 5%......... : EA & RUBBER : 
85} erman 5°) ae Shane: BO 65 ins 6/4 4/6 5 Ti cjAllied S : i 
Msi 10s | 138" | as German 44%. nan 4s 19/3" | 14/14 | td Niltalfhancie Tea gl ~~... 16/6 | 166 | 9 1 20 
pan 2% 1907...... 1344 133 41/3 {| 33/3 74a} 12)0)United pre Betong £1) 40/74 | 38/9 110 6 6 
j INES ; 
Prices, 1953 |} Last-T | 6%; 5% 40 b| 20 ajAnglo-Amer. 10/- 54° 
an ] to Sept.25) Dividends ORDINARY sept.16, ; Price, i _ Yield, 45/3} i 37 ‘6 ; 60 a} 5340 Biyvoor 2/6 Ex me gee . maa ; : ; 
High | ‘Low LU (b) le STOCKS ept.16,'Sept. 23, Sept. 23, | 81/6 | 64/4} | 60 5| 60 a|Daggafontein 5/-. .. 68/9 9°66 
! e | 1953 | 1953 | 1953 by 55/9 120 b| 80 alDe Beers 5/- Bearer. .|. 62/6 5 5 1 
~ is : : == ~ /6 | lthe 17}¢ Johannesbur Con. fl 52/3 ; 
67/3 / % | Banks & Discount s. d. : 8 6a 3 
56/6 | 6 ia : f apy era lay [ey (8 2p | OF eens eae 18 2 5 4 
13/10 f aLloyds “A” £5, {1 54/~ | 55/7- | 4 7 3 - 
14 tt once 8 b; 8 @|Midland fi, ily pa Bt 116 TSA Fe 7.4 * Ex dividend. 
2/9 | 10. | oh Senta fi fe | 17- | B76 | $12 6 
79/6 minster ln pat BE y . i 
6 | 676 | 30 | TalAloxanders £2, { pa tree ts 3 8 New York Closing Prices 
49/. | 39/8 : ‘ 5 a\Nat. Dise. “B” £1...., 49/6 | 52/- | 3 16 ll . penne aaa ae aE 
39/7} | 3273 3B 5 a Union SPO EN Ss cas | 45/6 | 47/7- | 45 1 ‘Sept. | Sept. Sept.| Sept | Sept.! Sept. 
49. ; 4 a Bare. (D.C. &O.)“A" £1 35/6 | 36/6 | 4 7 8 16 {| 23) 16 46 1 
39/3 et, | 25 
96 7 aChart. _ Bk. of India {1) 41/-* 41/6" | 6 14 11 $ Sr $s re 
£9/4/0) j i 213 |Am. Smeltin 26 72 fnter. I 
NE 8S DLeg. & Gen, £1, 5)- pa er ti ee ee ree 23 | 23 [Am Vinoose:| 40f | 39) phat, Dist | 39 | in 
38} fully pd..... 2 lL of A Sanat i 
a af 100te 1054 105t¢ Prudential “A’ fi. | Sr | 3th |S 1 2 pPennsyl...... 288 | 19 Sejeler | Sh | Sh Bbc | ead | ooh 
1/6 4 15. 153} (Gen. Elec 70 7T1LA Std. Oil of N. 
11/14 lw 33 fo Be OMENS isn so 55s 1118/9 1122/6 | 7 0 5 | iL 11} (Gen. Motor... 54} aa us. Steet. sai . oe 
31/6 j 27 /~ at 15 b Distillers Sg ee | 16/6 i3}7- [8 5H 3 51 [Goodyear ,...) 444 | 45 festinghouse. 413 | 42§ 
10/- | ayn cs. sais 10/-. Bes ee 30/3 | SL/- $8 : . Union Fei. aby | 434 fiter. Nickel . 381 | 384 [Woolwarth. | 43 Laat 
OO} Mace se ee ef ee UX div, ; 





: 
Free of tax, Yield calculated on gross basis. 





) To earliest date. f) Fla 

. 
4 ace nore 10 1s 
(rt) Yield a 










basis 15% after capita 


yield. 


(7) Also 6% Corona 
(o) Yield basis 84° 
I bonus. (s) Yield 


{g) Includes 2%, 








(a) Interim dividend. 


124% 











(b) Final dividend. 


centenary bonus ; yield basis 14%. 
tion bonus, not included in yield. 
after ca ital bonus. (p) Also 5% 
after capital bonus. (¢) Yield basis 


{c} Whole year’s dividend. 
(h) Also 2% tax free cash bonus; ven basis 18-6%. 
(l} To latest date. 

net capital distribution, not included in yield. 

19-7% gross. (ws) Yield basis 30% 


(m) Yield basis 10% 


(d) Yield at 754% 


of face — 


{2} 12% paid 
for 


(n) Divided of 114%, 
(q) Yield basis 20%. 


(v) Yield basis 74%. 












a 


























rc : pe 
i ; e . E e 7 Api ag 
: The following list shows the most recent date on which each statistical 
Prices and eee eee seer eee Sept. 
i tatistics Production and Consumption Sept. 
Manpower............ sivensasense” SERR veal 
| : External Trade.........c00000 THiS rope: 
R Financial Statistics seeeeeeneeee This ad ree Supply 
: Industrial Profits Seereseseroeres Aug. ist United States neenaagesseonshs 
UK External Trade 
Imports are valued c.i.t.; exports fob. Total trade unless otherwise stated, 
| Monthly averages es 3 1953 
[| ie Sto ee i 
|e | | lee es | 
VALUE i . 
imports : : 
Patel aa | £ million 217-4; 325-3 290-1 276-4 290-3 263-2 295-7} 291-6 293-0 249-3 
Feod, drink and tobacco .......... = 85-8) 107-S 101-2 101-2 107-8 92-0 121-1 123-9 119-1 3-0 
Raw - tates ors wae verskeviees we 82-9; 142-5 116-7 108-0 | 108-4 100-8 115-2} 108-9 112-4 97-0 
Exports of UK produce : i is 
Cate gS os oa ba ened beeee . 180-9 215-0 215-1 187: 210- 182-9 211-7 <a? 234-4 198-2 
Manufactures—total ............. of ae 156-9; 189-4 186-1 164- 180-0} 157-4] - 182-8 “9 203-3 171-5 
metals & engineering | ; 
products ......... i. 89-3 | 99-9 110-9 99-0 110- 92-8 109-5 106-5 119-9 97-0 
e textiles and clothing : 47 4-9 31-8 26-9 29- wi 30:4 he 4-0 31:7 
WG cera i 32:9; 4-6 44-3 39-2 0-7 38- 42°9 +2 48-4 42-8 
Me-ON PON 6 iis sins Secs RSs ss tgs > T1| 10-6) 12-0 835; 12:9 8-9 72] (4-8 8-6 8-8 
Balance ef trade (exports /ess imports). . is —29-4; —99-T| —63-0] ~—80-7| —66+7] —T1:4] —16-8] —T79-9| —50-0/ -—42:3 
VOLUME ! Z 
WRPOUM 65555 o hear epee ek ea eeaes |1950= 100, 100-0 : 112-5 103-0 106-34 ww _ 94:2 118 M3 116 , 
Rupe. <i Fotos tea ; ‘ 100-0} 101-2 95-0 B3 94 81 96 6 108 * 
i 
BY AREA os 
imports : ' ee 
Dollar area—tofal. . 2.2. Seas es £ million 40-0 | 64-5 60-1 ss 68- “7 60-6; 89-6 3 ae 
‘ Li xsthastiass aan te 17-6; 231-7 26-3 + = ist : as ae 3 ses 
* COMMER ice ceeaa css go 15-0; 25-7 26-6 “8 . ‘Bi M43] =: 6366} Ci... 
Non-sterling OEEC countries..... s 54-6 | 84-0 71-4 10-3 74-8 59-0} 64-3 68-0 a 
Sterling afWa <.e.scersssserentees Brg 82-6) 116-5] 9-8] 107] 112-8] 120-0] 142-0) Ilo] 125-3| ... 
Exports : | | - fae sate ai ‘ nhs es o 
Dollar area—total. ... .vnccwie.sss 2 24-9 | 28-9 “4 * ? 27-1 “> 3T-8 36-8 ine 
= SWANS i. So iey bcc eene . 10-6 12-8 15-1 13-9 14-3 11-6 142; 15-4] 16-3 eee 
‘ Teme con pais cos tecis - 10-7 iL-7 11-0 97 13-5 11-3 “ZT S47) 35-1 oe 
Non-sterling OEEC countries... ... | “ 49-2 56-0 58-3 50-1 59-1 51-0 61-1 59-1 2 oo 
Stes Pe WO soo obs eon ck vow aode un ne 87-4 | 110-8 | 107-0 87-2 99-2 85-5 103-6 95-4 116-1 ove 
Baiance af trade (exports fess imports). : : : share * 
ae BOOMs ics tes pire wh anes Nn ae —15-2) —~3%-6) —28-T]| —~34-9; —36:3] ~—24-61 —I6- —21-8| —23-4 ose 
Non-sterling OEEC countries. ...... ‘ — 5-4) —28-0| -—I3-1] -—20-2] -—15-7] —8-0f —:3-2}. — 8: — 1-9 
StetMiig: MRGK, 15.40’ <aetanivanakan « ‘ +48| — 57] —1%8] —22-5] -13-6] —34-5] —38-4] a 26-8 — 92 
TRADE IN SELECTED COMMODITIES eee aes 
tavports : ge ; ‘ 
Wheel. sekkr ss dee ceukcel seeks ‘000 tons} «272-2 | 337-7] 325-5] 487-3) 510-6] 372-4] 360-8] 499- 467-4) 334-2 
Me@at-cci on ee ete Rew ee eee 2” 67-5 33:9 45-5 49-4 73-6 49-1 69-3. es ; ‘ 72-2 52-4 
Sugar, untelined 2. 6.6.6.5 sie eck ss 174-3 186-8 166-3 215-5 221:1 149-1 363-4 on 335-2 185-9 
Raw cotten (PP. 2.5 ss kenk ase eeee " 31-4 | 3T°5 21:8 ‘14-2 14-2 11-3 22-9} 3 27-5 21-5 
Raw wool, sheep’s and lambs’ (*),.., | math. 43-0 36-0 52-0 47-6 499-4 51-6 98-3 2 50°4 35°3 
Rubber, nateral aad syathetic () .. 1000 tons 18-7 25-1 16-7 18-4 75 23-8 215) 38-7| 24-2 15-9 
Gott wienle a vivivcs | scue Mie eects 000 std 65-9) 135-6|- 8-2] 99-8] 123-7] 81-2 5-31 380-7) 187-5 | 143-6 
Woollen fi 6252 cede eas '000 tons 11°73 139-3 119-9 115-1 18-2 52-9 int 3 ey Hee 1431 
Conde petrokeant.... ..cc5 oc 2s sb ak i i 197 359 483 522 452 508 |} 535] 600 a4 
Exports of ue atene: is ae | ages : gc: 
Coal, iaeluding bunkers ....... 0... "000 tons. : 961 1,254 1,275 ae 099 
Woven piece-goods—cotton ........ masa: ds 69 72 : 52 1 ae as ue , 56 
a wel. yds. 10,611} 9,89 8190] 1327} gel4] 8935 9602 | 9,251 
Passenger cars and chassis......... | mumber | 33,177 | 30,717 | 25,819 4 3 239 
Consrasenctal vehicles and chassis... | 12,035 11,425 | ioatt | teak eae * 
Agrultaral tratters ...... 620. 420555 


+t ee ee ee 


eee ee ee 






US Statistics 


igh ae wiirenie < or calendar months except where annual rates are shown, 
PRICES AND WAGES 





















Wholesale prices Consumer prices 






































































































A 
External prices Stock cen ee 
a pk aie oe manufacturing 
Farm All : Terms Com- At | At 
snodities | products jhemns Food Clothing | | Housing import | Export of posite current 1952 
ee eee : poe trade index prices prices 
‘ —— 1 1948= 100 a 
; Se . ’ . - ” < eats ee ee : 
ie... “SO2} 366) 69-4) 47-1/ 525| | | 
a 124-8 | 223-4) 232-0] 112-6| 106-9! 1i2-4 3 = S| wl ae. ee 
952 111-6 107-0 113-5 114-6 130 | 103 126 184-9 64-71 66-17 
= | eee .* 105-8 114-6 123 | 102 121 19-0} 67-97 67-97 
953 
Morch.......<:+eeemeee 10-0} 99-8} 213-6} 111-7} 104-7] 116-8 118 102 1 
. ce i : : 16 203-9 11-93 71-86 
Apc cep ene setae as a. 7. 111-5] 104-6} 117-0 118 102 116} 193-7] 71-40} 11-26 
May. cn... 0 eee ee ees 109.5 bs.4 tas 112-1 104-7 117-1 117 102 115 194-1 71-63 71-34 
a BB tee Meet ee, fee) TST) joey nia) | Pg 187-3} 71-63} - 70-99 
iy .......-s45eene 113-8 104-4 117-8 = 190-4 71-51 70-73 
3 
; PRODUCTION AND MANPOWER 
0 ‘ 
satel Manufacturing production Building Civilian employment 
2 product |. Total | ; : oa ees 
5 industrial Durable goods Non-durable goods New con- specneme 
ares eee PD : Se he Neh ree aos Sea a struction; Total : Total ployed 
0 Iron and| Auto- seasonally, 'sbow . pow 7 ear 
: | Total aaa | mobiles Total Textiles Caen adjusted | ‘rece | ment —— 
5 Index 1935-39= - 100 ; seaso mally adjusted eS + million _ thousands | : % ‘vate 
3 109 114 o 109; 112 112 683} 55,230| 45,750| 17-2 
273 259 237 194 | 174 299 2,575 62,884 | 61,005 3-0 
280 243 250 | 189 161 301 2,720 62,966 | 61,293 2-7 
| | | 
325 292 311 | 198 | 169 319 3,007 | 62,810; 61,228 2-5 
321 291 300 199 173 320 2,910 | 62,964; 61,658 2-1 
320 288 304 198 | 174 324 2,923 | 64,734; 63,172 2-4 
312 279 302 192 , 156 328 2,868 | 64,668 | 63,120 2-4. 
315 - mn | 198 | ~— 2,826 | 64,648 | 63,408 1-9 
TRADE 
iS 
All business Total retail Imports for US consumption aes Volume of trade 
; ; | Be Re . + 
: Crude Semi- Finished | 
— Seles Stocks * Sale Stocks” Tots materials panel ve: To goods 
$ billion ; seasonally adjusted So 
05} 3:50; 5-53 190 62 | 41 260 139 «|  u3 
: 74.06 13-19 | 20-75 901 280 205} 1,240 708 144 247 
45-57 74-76 13-67 | 20-80 895 245 214 1,252 717 151 250 
49-10 
49-99 
49-41 
49-31 
: 49-89 
' PURCHASING POWER AND FINANCE 
} : 
Consumer credit | Banking statistics’ | Budget expenditure* ae Bond yields 
eae ~~ | Surplus | Janonth Taxable ie 
' Tota! {nstal- Invest- Loans Total 3 Treasury ews 
: ment ments deficit bills 






























a 2 vale ao of period $ billion Per cent per annum 
) : 
so : 93-4] 17-2 9:0| — 3-9] 0-023 3-01 
Sivecccguaaal s aus Bi 74-9 57°7 44°6 + 5°§ 1-552 a . 
ta > seagull ee: 14:8 25-71 18-64 77-5 64-2 6-1) — 4-0 1-766 2. 
| ‘ a|—- 35) g1m| 39] $a 
d . 9-66 13-1 65-3 6-4 3°5 Zl ; 
ae 30.08} 72-6| 65:5 63)—- Fe ee ee eae 
3 -05 20-49 72-6 65-5 60; + 1:8 e van 
* 12-3}. 27-22 re 6-0} — 1:5} 2-088 3-00 3-24 
fiscal year ended June 30th. 


(*) Annual figures are totals for the 
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Reserve Certificates. . . 
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6 » * Boe 
; Financial Statistics 
EXCHEQUER RETURNS THE MONEY MARKET 1. 
Yor the week ended Sept. 19th there”’was an AFTER several stages of adjustment, ith 
‘aboye-line ” deficit (after allowing for Sinking pattern of money rates in alignment se ‘ 
Funds) of £43,296,000 compared with a deficit | the new Bank rate is now emerging ; it is 
of £20,206,000-in the previous week and a set out in tables below and on page 867. i 
defi it of £21,432,000 in the corresponding The clearing banks immediately reduced 
period last year, raising the cumulative deficit me call hay -s (as ogg as Sone p 
£274,064, 000 (£319,426,000 in 1952-53)... Net Owances y per cen immedia No i vosee | L444-1 £1,538. 0 | | rae 
expe “2a ire ‘‘ below-line”. absorbed /8,000,000, | after the new rate was announced, to 13 oon in net on fies* ane3 wat 3 | Lei 
bringing the total cumulative deficit to| Per cent for loans against Treasury bills Othet sey basin cues o7 0-8 | o7 
£490,270,000. (605,715,000 in 1952-53). and 2} per cent against commercial bills ee | Ms 
and bonds ; but on Tuesday bond money | Banking Department : 
— was cut by a further 4 per cent and ts: pore 5 a | 
‘Ba April 1, Week | Wa commercial-bill money by 4 per cent. Treasury special account... 24-2 19-9 | 1 
£000 is eee Discount rates for commercial bills, now { Bankers...-..\-+.. Pee oat et | Bt 
; . . Toes eee ee oe eee eee) 8] 
j 20, entirely flexible, have fallen steeply—for THO 5 cs ckos be vou 378-0 | 384-4 | 3972 
the three months’ bill, from the pegged bmi 317-8 | 341-8 | 3515 
eet’ level of 3 per cent down to 2} per cent Discounts and advances i? iu 1 ras 
; by Wednesday last. rete eee teres aT) p “7 i 13-4 
fn ie 145) 435, 006 TO se heise bees 338-7 | . 363-0 . 
Si ta eee 327, 800; 31, $00 Business in Lombard Street has not yet Banking department reserve : 39-9 + 
Death Duties... j ; . 000) reflected the indications that the new : i * 
Stacups ...| 52,000 y ’ ,VUU, ty ? Sak eee ° * Proportion is 5a53es cok ‘ “3 §-3 
Profits T Tax & & E T, 224, 500} 96, flexibility will mean that the market will al 
Special os Ly és hs By: not be so consistently aided by the | + Government debt is £110 15,100, capital £14,553am 
tion ead other authorities as in the past. Special help ee from £1,625 mullion to £1,575 milla 
wii egies te from the Bank’s buyer was needed and eT . 
Total Tolasd Rev.. given on every day of the week to Wednes- 
Custonts day last to meet the strong demand for TREASURY BILLS 
Excise funds ; and on Monday and Wednesday 
an aie ae the “ smoothing ” purchases—made s 
Excise mainly directly from the market—assumed me | | Alot 
Motor Dutie: really large proportions. of Max. 
EO fect secdpes. 1. Saar ae a The average rate of allotment of the een | oy 
Gundry Lose... aaa 18°758 £280 million of Treasury bills offered at : | 
Miscell.. + .....04+. | 95,000} "30,785 last week’s tender was nearly } per cent ” a | 260-0 mete en | a 
Total, lower than in the previous week, at “Ss tt ee Cat | 
. > . : ‘ . iy j - 
Ord. Expenditure £2 3s. 0.06d.; the market’s bid was raised _ —§ Bb —eiain| « 
bt Interest .....1 615,000 by 1s. 3d. to £99 9s. 3d. for or day bills, | “ 29] 2600 260-0 | 47 401 | 1% 
Payments to NJ on which its “ quota” was 76 per cent; - 
freandExchequer, 48,000 une 5] 270-0 270-0 | 47% 4-52 4 
Other Cona. Fund. but full allotment of the 90 and 93 day |?" s2| 270-0 270-0 | 47 4-26 | @ 
supply Servives .. bills raised its average quota to 80 per | * ai oe eee | f 
Debts: iss cent. Yesterday’s offer was down to 
wile eas £270 million, and the excess of new bills |J+¥ 3) 200) B42) goo] ae sat | & 
2 mye Bl BS] es | das] 2 are | 
‘Aeiten* Genes oe The Bank return shows a further reflux " 5i| 250-0 | 396-8 | 2500 | 46 i1-66 | 4 
Belt eccceseceeesees A671 068] 21438-4006 of notes of £6.4 million ; bankers deposite’ | i ial eeel a se | 
Below -line™ Net Expen rose by £13.2 million over the week. "© 141 20-0 | 47-9 | 270-0} 47 437 | 7 
OGD: ~ ch oes (ann dnaseesd 286,289} 219,206 12,500) 4 8,000 London Money Rates on Sept. 23 » = heb 4 as . > 1 
Total Sucpias er Deficit... . rom ee 
9°, 300-0 | 394-6 | 300-0] 47 7-43 | 6% 
ie Genes 4 300-0 | 388-6 | 300-0 | 47 11-85 | 68 
Not Receitis froies ES ae Se ee On I ci Voeacaces 280-0 40-6 280-0 43 0-06 80 
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svings Certificates. ...... 
De 


§8,954| 113,976] 1,802) 4,259 
7,400 10,500} 1,900- 100 
37,759 - 29,366) 601'- 859 









fence Bonds... .....40. 


FLOATING DEBT 


(£ million) 


LONDON CLOSING EXCHANGE RATES 
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Official 


Rates Market Rates : Spot 


at a pe mee | ee tees tee] 8 







| Tend | Tap Public | Bank of | Debt 












en tere phipine BEG SE UIT «TT «TTT. 






















































Depts. | England | United States $.:.|  2-78-2-82  -79-2-804,/2-799-2-79 
os | . . Canadian $...... er 2154-2. Patera 2-75 4-2: aK 2- 75h 4 ot 
rere yee French Fr........ 972 65-987 - 35 981 , 981) Ha 
352 | Swiss Fr. ........ [12-15 -12- 358] 12: 17-12-494\19- 174-19, fgg 12: 17 ue 2174-12. tod 
Sept. 20..,.« | $,090-0| 1470-4) 3x Belgian Fr. ...... | 158-96-141-08 f139-90-140- 139-95-140 40001139 
oo Gee es ee eT ee ; 10. 56-10-72 10-604-10- Tei tat 0-61}-10-619 10-614 
1953 i ee ; * * 16 jl: ne 594- ; 
June We. ces 4,597-38 252-3 sc. *00 -00 0 ; 
Denese + 44h. 
uly 4.0... 3170-0 430-2) 20-8) | Se8e8 | Denk Kr... : Eee 19- Hi 3 aE 
4 ae 53,1960) 1,430- . ‘ BTT vorwegian Kr. ... 9-86- *984-19- “ai-19 
» ae ete 3,200-0 | 1464-0) 263-5 O-8 4,928-3 se = - ” 
atl 5,220-0 | 1,469-0] 249-7 3-3 4,942-0 
Aang. Toes 3,250-+0 | 1,424-3}) 227-0 2-8 | 4904-0 | United States $........ tdkon event 
oP ER sai ee 5,290-0 | 1,389-0) 208-1 one 4,88T-1 | Canadian $........,... ahunseas 
s 35 siaoe 5310-0 | 1414-8 225-4 eee 4,950-2 French Fr. se teeee Se eree eter eee s 
ai 22. 3,330-0 1,422°7 241-8 oer 4,994-5 Swiss Fr. tereeees Se OPP Renee ee eee ee lo. le. 
2 29 “teen 3,350-0 41,4076 229-3 eer 4987-0 Belgian Fr. ........ Serer eee eeeee Par-4 Par-§ i 
Sep 5 = 370 0 1.414 0 219 2 4 ae," POPC Beebe eeeeee wee 1}-}e. 
6 aE By “ . ' . eae §,003- Swedish fs SPOR e mere eeenese® pm— 6 
» Aetna 5,400 -0 1,395-8 251-7 eon 6047-5 Danish Kr. seer eee PPP ee eerie ire - 
eee. ES 5430-0 | 1582-1] 280-0 so §,092-2 + Norwegian Kr........ eseekese eee 


























ALLIANCE 


ASSURANCE COMPANY LIMITED 









Established 









Head Office: Bartholomew Lane 
London, E.C.2, England 








THE FINEST SERVICE FOR ALL 
CLASSES OF INSURANCE 
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Large production increases are 
planned in Australia’s primary 
industries during the next five 
years. 


ils 















Our Information Department 
will be glad to help if you are 
interested in the opportunity 
Australia offers. 














The ‘Alliance’”’ has _representa- 
tives throughout the United 


Kingdom, British Commonwealth 











The NATIONAL 
BANK OF AUSTRALASIA Limited 






(Incorporated in Victoria) 


London Office: 7 Lothbury, E.C.2 
Other London Offices : Australia House, Strand, W.C2 
and Ila Albemarle Street, W.1 ; 
660 Offices in Australia Assets £229 Million 
A TS TL TT SN TT TS TET 


and elsewhere abroad. 










THE BANK THAT CONDUCTS THE 
LARGEST BANKING BUSINESS 
IN NEW. ZEALAND 


GLYN, MILLS & CO. 


* 


BANKERS 
Bank of New Zealand has kept pace with the | 
country’s development. Information supplied by 

over 300 Branches and Agencies provides current 

data on all aspects of commerce and industry, . 
which is freely available to al] with present or 
pro;ected interests in the Dominion. 


for personal service 


in banking 


You are invited to contact the London Office 
ot the Head Office. 






| ANK OF 
¢ B 
69 
: NEW ZEALAND 
d (ncorporated with limited lability in New Zealand) 
HEAD OFFICE: osu LONDON, E.C. London Office : Head Office : 
: ee : re 1 Queen Victoria Street, -_‘ Wellington, 
Associated Banks: Royal Bank of Scotland E.c4. New Zealand. 
_ Williams Deacon's Bank Ltd, ener es 


Melbourne and Sydney (Australia); Suva, Lautoka 
and Labasa (Fiji); Apia (Samoa). 


STATA 


| 
Since its establishment nearly 100 years ago, the | 
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You buy 








your house through 


Life Assurance... 


About.10%, of the:total 


funds of the Life Offices 
are invested in house and 
we also help 
other mortgages and loans. 
build your 
Your life premiums 
; , 
ré sel k doable neighbour’s 


this very worth-while service, 


And the rest? British Industry, British Government stocks, 
Commonwealth and other government stocks ene 


7 rine 
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Capital anil Sig? oe 3 
aa lease 


Fredetic A. Potts, President 


T. Graydon Upton, Vice President 
FOREIGN DEPARTMENT 


The City of ® 7 








_ The Coniponviihh of f Penosylrania 


We conduct the largest domestic and foreign banking 
business in —— and ae Delon River area 


























CALEDONIAN 


Insurance Company 


FOUNDED 1805 
Incorporated by Special Act of Parliament 


A World-wide Organisation 
transacting 
ALL CLASSES OF INSURANCE 


General Manager: 
WILLIAM GRAHAM ROBERTSON 


HEAD OFFICE: St. Andrew Square, Edinburgh 
LONDON OFFICE: 5 Lothbury, London, E.C.2 


BAYERISCHE VEREINSBANK 


Every description of Domestic and 
Foreign Banking Business transacted 


Munich Office: 14 Kardinal-Faulhaber-Strasse 


Cable Address: “Vereinsbank" Phone: 28401, Telex No. 06/3933 


Nuremberg Office: 21 Lorenzerplatz 


Cable Address: ““Bayverein” Phone: 27741. Telex No. 06/2217. 


Augsherg Office: 37 Maximilianstrasse 


Cable Address: “Vereinsbank” Phone: 4681. Telex No. 067/820 


oe 


Offices and Branches all over Bavaria 
Correspondents throughout the world 























IMMARISED CONSOLIDA’ TED BALANCE-SHEET OF GESTETNER LIMITED & SUBSIDIARIES 
oe based on Serta ie the: 


|. The Company manufactures the world-famous 
i 
: 
| 





E xtracts, from the Chairman's Statement are 


“The fatest Gestetner ‘ 260" range of duplicators which was recently launched marks the biggest advance in duplicating apparatus that 
nas ever been made. The machines in this range outmode any other duplicators which have hitherto been produced. 


* We have continued to play our full part in exports and to be the leaders in our field. Last year | stated 1 the rol a emeners 


quality of your Company's products. 
the qualities of youth in spirit and desire to progress.” 


£ £ 
SS * } 1, ms 170 Fixed Assets at cost one on 2,088,365 
Conall oc 372,288 Less : Accumulated Depreciation a 1,070,534 
Revenue Reserves and Unappropriated | Profits ee aces ek gacmaie _ 
Outside Shareholders” laterests i Mae Sabeldhary Counpanite ‘ab 94,830 
Excess of Current Assets over Liabilities and provisions 2,543,541 
£3,656,203 $3,656,203 
Toe eee oe ~ SUMMARISED GROUP APPROPRIATIONS : ee 
Net Profit for the vear, after Taxation, Staff Insurance Schemes, etc. Loe sae 384,994 
Add Taxation adjustment in respect of previous years et eS i ‘i ows 77,405 
462,399 
Net Distributions for year -— 
Preference Dividends Re oe ae eG et 
Ordinary Dividends ee 
oft : “ 136,299 
Reiained am the Group . * oe + o<* £326,100 
; retest 
t 


LIMITED 
TOTTENHAM, LONDON, N.17 


“ Gestetner * Duplicating Machine and accessories. 


has branches 
United Kingdom and subsidiary companies or representatives in all parts of the British Commonwealth, in the Americas, the Far East, and many 
countries in ‘Burope. Extensive servicing facilities are available throughout the organisation. 


exported from this country were of your Company's manufacture. This year | report with pride that our lead h as increased 
gratifying and, having regard to the increasingly competitive conditions in the world in 


We are proud of our claim to be the oldest and biggest firm in the duplicating Gaeus whilst still showing 


Copies.of the Accounts and Chairman's Statement » may y be , obtained fi from the Secretary, Gestetner Works, ere Lidl. N.1T7. 


throughout the 


vce sya tenomer etnies iene aplaninenetilaae tae 

















are appended : 


is further proof of the ee and 





NOTICES 
UNIVERSITY COLLEGE OF WALES, ABERYSTWYTH 


Applic ations are invited for a Research Assistantship in Economic 
Hist: ry. Graduates Im either History of Economies may apply, 
the ough some qualification in both subjects is desirable. The person 
appo uted wilt be expected to undertake a research project ere 
wR the industrial history of South Wales. The appointment (whic 
arries ® salary of £450 p.a.) is for one year in the first instance but 

is renetrable for a further two years. 
Applications, with the names of two referees, should reach the 
undersigned, from whom further particulars may be obtained, by 


Crteber 17,1953. 
T. MAELGWYN DAVIES. 
Registrar. 


NATIONAL INSTITUTE OF ECONOMIC AND 
SOCIAL RESEARCH 


Economics graduate with £ood shorthand typing required to act 
<3 wate secretary to the Director —Applications in ae only. 
giving full details and salary Tegel, to the Seeretary, Dean 
Treach Street, Smith Square, S.W.1 i 
\ ARKET RESEARCH.—A aereae exists in the Market Research 
ath, department of a well-kuewn manufacturing company in the Home 
Coenties for a young man with an honours degree Im economics, and 
same expertence of industry or commerce. The post —- exceptional 
opportunity for gaining a wide experience im the and opera- 
tiam eof market research enquiries. The initial be not fleas 
then io pa. plus non-contribetory pension and fife assurance 
whetits.--vkpplicants are invited te write in confidence, giving full 
aeteite ef their age, qualifications and experience, to Box 340. 
( FPERATIONAL RESEARCH, COURTAULDS, LIMITED, has a 
vecemey fer ao Assistant im its Operational Reeearch Depariment 


with 4 degree im applied mathematics, physics, chemistry or engineer- 
ins ond with an eres in ag na rg work. - 


& knewltedge af ——— is @-sit 
lbarning statistical methods and mane ped 


Candi@ates should write for 8 —— ited we, 
tA recter of Personnel, Courtaaids, ae 





is. essential. 
plication to. the 


in’s-ie-Grand, 
endoa, B.C} quoting the 
A SALES EXECUTIVE with wide ae ‘experience (heme 
i and export) and a sound ef building technique, 
with extensive comnmections ja government departments 


indusi 
graerally, seeke a- progressive yaaa en 333. er 


pHzsics DEGREE or equivalent. Assistants {male or female} 
required for tate devotee on. Timber. Good 


Appi. te The air Airscrew Co. Shay al apd ad a. vem 


sieling age, qualifications and 


ALES 3B. wide “experience, aasitiant to Managing 

> Director of small desires wider gcope in i manage- 
Tee ret. advertising “papervision of planzi 
aretasarelioncs tema St. = ne. 
Aone een late 38s, seeks chs appointment, as 


caperionce as cat ha gee a it g Hope wad Exe aad feta an se 


Mkisg.. Sales Prom. 


NEWCASTLE-UPON-TYNE EDUCATION COMMITTEE 
MUNICEEAL. OOEeee, eS COMMERCE 


Applications are faved far Phe ot of Bribcpa which will become 
vacant in April, 1964, on “ present. Principal, 
Mr J. Lamb, B.A., B.Sc: 
oe Colt witch attracts students from — tine oo 

enrolment part-ti y an 
evening students and 100 Sa ute student is, “University Degree and 
Professional Courses in A Librarianship, Management, 
ete., are provided. 


As the post entails considera business firms ro- 
fessional epee. 5 etec., vam re Shoe x 


ae bie 
business experience and be @hd needs in 


commerce and industry. manek or of organising ability and 
wide ee ee Seen . 





an abeained from the 
undersig at ed 
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COMPANY MEETINGS 





FINANCE CORPORATION FOR INDUSTRY 


INVESTMENTS AND COMMITMENTS EXCEED £82,200,000 


BRITAIN’S FINANCIAL AND ECONOMIC POSITION 


RADICAL CHANGE IN CIRCUMSTANCES VITAL 


FUNDAMENTAL PROBLEM OF THE DOLLAR GAP 


LORD BRUCE ON 


The eighth annual general meeting of 
Finance Corporation for Industry, Limited, 
was held on September 23rd in the Con- 
ference Hall of the Chartered Insurance 
Institute, 20 Aldermanbury, London, E.C. 


The Rt Hon Viscount Bruce of Mel- 
bourne, PC, CH, MC, FRS, the chairman, 
who presided, said: 

Shareholders will Have observed from the 
report ‘of the directors that Sir John Morison 
and Sir Archibald Forbes have felt compelled 
to resign. from the board following their 
appointments as chairmen of the Iron and 
Steel Holding and Realisation Agency and 
of the Iron and Steel Board respectively. 
These resignations were received by the 
board with deep regret and I am sure that 
regret will be shared by all those interested 
in the corporation 


_Sir John “Morison was one of the original 
directors and his great wisdom and experi- 
ence have been invaluable in resolving the 
many and difficult. problems that have faced 
the corporation in the early years. of. its 
existence, 


Sir Archibald Forbes, who joined the 
board some three years ago, has also ren- 
dered great service and his judgment and 
wide knowledge of industry have been of 
the greatest assistance to your rd. 


Our best wishes go with them in their 
new and important spheres of activity. To 
both I render my personal thanks for the 
unfailing, help and assistance they have 
accorded’ to me. 


CONVERSION RIGHTS IN STEEL 
COMPANIES : CLAIM SETTLED 


In my speech at our annual meeting last 
year I referred to our claim for compensation 
in respect of our conversion rights in Steel 
Companies which were subsequently nation- 
alised. This claim was the subject of long 
and difficult negotiations, and up to the date 
of the closing of our aceounts for the past year 
it had ‘not been settled. Consequently it was 
necessary to insert a reference to this claim 
in Nete 2.on the balance sheet. Agreement 
has now, however, been reached, and you 
will haye learnt from the directors’ report that 
we have accepted a sum of £2,250,000 in full 
settlement our claim. : figure is, I 
think, a fair one, and that view is shared by 


all members of your board. 

It is perhaps desirable that I should remind 
shareholders how this claim arose, particularly 
as it links. very closely with the policy that 
rsued and are warning 
_ Pfacticable “in respect to 

make... . 


= directors have 
advances 


NEED FOR NEW AND IMAGINATIVE APPROACH 


velopment period of any new venture or 
expansion of an old one. To our advances, 
however, we endeavour to attach conversion 
rights into the equity, so that should the pro- 
ject prove a pronounced success we will be 
able to obtain some reasonable compensation 
for the risks we have run. 


In a number of our advances to the steel 
companies, we inserted a provision of this 
sort, including in the case of the Stee] Com- 
pany of Wales the right to convert £10 million 
of the loan into the equity. 


Under nationalisation all our conversion 
rights in these companies disappeared but a 
provision was included in the Act for com- 
pensation in such cases. 

While I have said that the- amount of 
£2,250,000 which we have received appears 
to me a fair and reasonable settlement under 
all the circumstances, I am confident that had 
not nationalisation taken effect our rights in 
respect to such conversions would have 
realised an even greater amount. 


This compensation, together with the profit 
that will accrue to us in respect to the advance 
to F. Perkins, Limited, of Peterborough, to 
which I referred at our annual meeting last 
year, constitute a very substantial cushion 
against losses. This should be reassuring to 
any of our shareholders who may have felt 
some anxiety with regard to the large amouni 
uncalled upon the shares they hold im the 
corporation. 


BOARD'S INVESTMENT POLICY 


Shareholders will have observed that your 
directors have again this year considered it 
desirable and necessary to apply the whole of 
the profits for the year in writing down our 
investments. I feel that I should say a few 
words as to the reasons that have led your 
board to adopt this course. 


On our balance sheet you will see a note 
to the effect that investments by way of.loans 
and participations in other companies include 
interests in companies in the development 
stage, the value of which cannot yet be 
assessed. From the very nature of our busi- 
ness it is inevitable that that should be the 
position. I would remind you that our 
charter imposes upon us the duty of making 
advances for new industries or for the expan- 
sion of old ones which are desirable in the 
interests of the national economy and for 
which the necessary finance cannot be found 
through ordinary channels. 








it is impossible for your directors to assess 
with confidence the value of the securities 
that we hold. 


PETROCHEMICALS 


_ An outstanding example is our investment 
in Petrochemicals. _Last year I- referred to 
the position of this company in some detail 
and told you that the company had passed 
from the constructional to the operational 
stage. Unfortunately this coincided with a 
recession in the chemical industry, to which 
many references have been made in the press 
and which has been reflected in the results 
of the big -operators. 


Notwithstanding these adverse conditions, 
a marked improvement in the operational 
efficiency of the plant and the company’s 
sales organisation has been effected by the 
new management during the past twelve 
months, This is reflected in the results, which 
are better than those of the previous year 
but are still quite unsatisfactory. It will take 
some years of hard work and concentrated 
effort on the part of the management, staff 
and workers. before Petrochemicals will be 
in a position to meet its heavy charges for 
interest and depreciation. 


In these circumstances it is impossible to 
assess with certainty the value of our invest- 
ment in this company. In view of the magni- 
tude of this investment, however, it is desir- 
able and prudent that the. fullest possible 
provision should be made against any 
eventual loss and this course your directors 
have adopted. 


BALANCE SHEET FEATURES 


I now turn to the balance sheet and profit 
and loss account. The accounts for the past 
year have been in your hands for some three 
weeks and while I think they are self- 
explanatory you may like me to emphasise 
one or two essential features. 


You will observe that in the balance sheet 
this year we have divided our investments 
between those in nationalised steel com- 
panies and those in other companies. 


Repayment of our advances to nationalised 
steel companies is now guaranteed by the 
Iron and Steel Holding and Realisation 
Agency, and repayment, can be made or 
called for by six months’ notice. To date 
your directors have not deemed it desirable 
to give such notice. 

During the year under review £300,000 
has been repaid under the terms of the 
original contract. 

Investments by way of loans and partici- 
pations at cost less amounts written off at 
March 3Ist last totalled £60,884.426, to 
which must be added the figure of further 
commitments £11,250,000, making a total 

i and commitments of 


{72,134426, against. 169,961,076. 12 


months 


2P ey 





894 


The total of new business entered into 
during the year was £4,500,000. The differ- 
figure of £4,500,000 and 
the toval increase of £2,173,350 is accounted 
for by repayments of some of onr earlier 
loans and the further amount of £200,963 
written off investments in the year under 


ence tween this 


review. 


INVESTMENTS AND COMMITMEN 


Our investments in and commitments to 
companies other than steel companies stand 
at £32,659,426 as against £30,186,076 at 
Since.the date of the 
balance sheet we have increased our com- 
mitments by £10,105,749, This means that 
the Corporation has advanced or committed 
itself to advance £8$2,240,175 out of its total 


March 31, 1952 


resources of £125 million. 
It is 


£1,335,900 to. £82,240,175. 





Investments less 


Further “the receipt of 
31st March amount written off commitments Total 000 million. 
&£ £ oe shing 
MG a 254,500 1,080,500 1,335,000 ~—s very 
1 ie es 1,862,051 799,400 2,661,451 
RS a GS 4,737,801 41,275,750 46,013,551 
10D Be ee 10,969,029 50,079,557 61,048,586 
WEG ee 32,702,386 34,160,255 66,862,641 Fiaicieed, Britain 
1951 54,506,992 13,945,000 68,451,992 ng up gold 
1952 52,836,076 17,125,000 69,961,076 e level. At 
6a. ee 60,884,426 11,250,000 72,134,426 re 
Since March 31, 1953, the loans agreed by the Corporation aie ee 
increased by £10,105,749, ges ) the total to date of investments gad 1952 there 
plus commitments wacpsakbtagidnl tose ealeeda ais Dee _ “£82,240,175 § our gold and 
OSI RRMA OR SR i ce el ees -@re far too 


We are entitled to call for repayment of 
£.39,475,000 of this amount in respect to our 
advances to steel companies. Nevertheless, 
! would hesitate to regard the whole.of this 
sum as a deduction from our commitments 
for the reason that, if the steel industry_is to 
continue its programme of deve a 
modernisation to meet our national needs 
FCI will no doubt be called upon to play 
some part in this progressive programme. 

In considering how far in the future we 
will be able to continue with our present 
resources to assist in the financing of worth- 
while projects for the benefit of the national 
economy, we have to bear in mind what I 
have already pointed out, namely, that most 
of the projects which we finance take some 
years to devélop and to reach the point where 
our loans can be repaid or replaced. In 
consequence, during early years of the 
corporation, as the table of advances and com- 
mitments which I have just given you shows, 


there has been a steadily increasing outflow. 


Progressively, however, there will be a 
growing inflow to set off against this outflow. 
How far gine er oe det Ge 
remains to seen greatly 
on the demands for finance of the type your , 
corperation provides over the next few years. 


AIR FINANCE COMPANY 


Personally, I believe the calls us will 
be substanual, because I am convinced, from 
my experience as your chairman, thar there 

a gap which your alone can 
fill The latest side that I have het 
that this is so is in respect to the Air Finance 
Company, the formation of 
announced recently, 9 


ae 


constructors 


has sv recet years wan for ie an an 
ig icchmical position both in civil 


sie ya ae ° 








interesting to examine how this 
position has been progressively reached over 
a period of seven years, when the amount 
invested plus commitments has risen from 


which. . was “se 


Bs ae aviation. In particular ‘it tc fer 


R26, 1953 | 
had beeq | 


»329 million fen | 
at £1,985 









rivalled in price, efficiency and ! 
the services for which they are neue] 
perience, however, has shown that ee tlt 
real need for organised credit facilities’ 


advantage is to be taken of the eee ae coger. 
tunity to expand the sales of 
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and aero-engines in sould pay her | 
Under the leadership of three of the bank- th 
houses—Lazards, Morgan Grenfell and end of 1945, 
aes scheme which has the full co- 


Hiabilities had 
Buon, while her — 
SUrrencics were 
Bh. By the end 
mearly {4,000 


ration, financial and otherwise of a number — 
of le leading firms in the aircraft industry has - 


been evolved to meet the nT To imple- 
on this scheme additional finance to_the - Bog: 


extent of £10 million is a ggg This — 



























currency 

finance your corporation agreed to f be £700 million. 
provide. m tt been freely 
of and dis- 






















PROFIT AND LOSS ACCOUNT 


I now turn to the profit and loss account, 
From it you will see the available balance is 
less than that shown twelve months ago. The . 


ago. 
the sterling 
‘dollar trans- 
sof trade. Since 
een Precarious and 
Bh fecurring crises ; 
. Britain has been 














































figures for 1952, however, were swollen by a 
payment of £98,000 for interest which 
had allowed to be deferred from the preced- gyer - 
ing years. The balance of the difference is” 
Such moss barges Ot cis Get gore 
which would have had a still th 
for the existence of an “ x” clause 
siduauber ek oct seaeaaeune : eee 
I. do not think there. ate any other points — 
with regard to the accounts that it is. ae 
for me to touch upon. If, however, there is 
any matter that it would be desired I should 
deal with further, I will do so in reply 
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to 
any question that ‘may be’addressed to me. es 
THE NATIONAL ECONOMY 
At our annual. meetings over the. few 
years I have stressed to os how 





closely our aflsirs a linked with the national 


greatly influences us in our decisions as 10: 
far we are justified in making 


advances — 
for the creation a eee 
pansion of old ones. : 
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With the buyers’ market agam 
Germany and Japan have re-establisned 
industrial peacen eae ae “ompenit 
which was absent in the immed “postwar 
years when our exports expanded so rapidly 
—.» progressively and. tapidly becoming 


more formidal “3 











Having regatd to th se facts, we are clearly 
faced with the gravest difficulties im maintain- 
ing, let alone expanding, our experts. In 


these circumstances it is imperative that we 
should increaé= Our” Ly ieee 1. — 
our COSts:, iced 15 fecognised, 
particularly by such bodies as the Federation 
of British: Industries amd the Trades Union 
Council, and their efforts in these directions 
are wholly : 





COUNTRY’S VITAL NEEDS 


What I venture to suggest is not so clearly 
understood is how desperately our financial 
and economic position is and how seriously 
are our standards of living menaced unless 
as a nation we make a supreme effort to 
overcome our di i 

Were there such a recognition there would 
be an immediate disappearance of that. irri- 
tating complacency which exists in far too 
many quarters as to our industrial progress 


at home the development of the 






Commonwealth and Empire overseas, There 
would also be a cessatic Dal cooing state- 
ments as to our improved financial position. 
We might also see @ more, realistic 


by all political parties to the Sten ot 
taxation. ‘ ae oe 

Our vital needs today are to increase pro- 
ductivity and reduce costs. The level of 
taxation today is such as to remove all incen- 
tives to increase proc » and the over- 


) 

improved methods required to. reduce costs. 
The lowering of taxation is vital in 

national interest. If, im order to effect it, 


have to adopt the  wnpala course of a 
standstill or eVen a bo aseerngea the amount 


we spend on ourselves we must do so, We 
are living in a fool's paradise if we think a- 


than to see not of 
our standard of li 






and inexorable circumstances. sta . 

In the event of our achieving increased 
decreased costs, where are 
markets for our pains 


productivity and 
we to find the 





bares <=, le ee as: oe 
nat, Vigm, of the . world-wide. Sepescal 
every manufacturing “nation in 
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States. should pursue, not 


‘mew approach to our problems. 


only in the 
interests of the world but of America herself. 
I believe this report will bear fruit but. it 
will take longer than we can afford to 
convince public opinion and the politicians 
im America to follow the wise course he 
suggests. 

In the immediate future we must, I fear, 
recognise that the United States will not 
continue to pursue a liberal tariff policy once 
the flow of imports embarrasses the local 


producer, 


NEW APPROACH TO BRITAIN’S 
PROBLEMS URGED 


Because I hold these views strongly, I 
suggested at our annual meeting last year a 
Broadly, 
what I proposed was an immediate examina- 
oe of the basic food and raw material needs 

(a) The world ; 
(b) The stesling area ; 
(c) The British Empire. 


Having obtained this information, I sug- 
gested the next step should be to examine 
the resources and production potential of the 
Commonwealth sterling area in relation to 
demands for these basic requirements. When 
this was ascertained I suggested the policy to 
be pursued could be considered in the light 
of the fundamental problem of today—the 
dolar gap. In other words, we should con- 
sider whether we should increase production 
to meet our own needs, thus saving dollars, 
or to satisfy the requirements of the USA, 
thus earning dollars. 


How great the requirements of the USA 
ate likely to be is brought out very clearly in 
the Paley Report. 


It would be invaluable to have a similar 
report on the Sterling Area, analysing its im- 
port requirements and exporting capacity 
over the years. If it were found that the 
Sterling Area, like the United States, is mov- 
ing from a surplus to a deficiency in respect 
of essential commodities which might cause 
serious shortages in the future, fresh urgency 
would be added to plans for increased 
production. 

The ascertainment of the facts I have sug- 
gested as to the need for food and raw 
materials and the potential sources of in- 
creased production should not take long—if 
they are not already available, which they 
should be. Their ascertainment appears to 
mé an essential starting point, particularly 
as I understand that there was unanimous 
agreement of the Commonwealth Prime 
Ministers in December last that throughout 
the ‘sterling Commonwealth investment 
should be concentrated as far as possible 
upon projects which directly or indirectly 
contribute towards an improvement in the 
balance of payments. 


Without the information which I have sug- 

ed should immediately be made available, 

* find t atulty in seeing how any 

Prime Minister can determine how best he 

can implement the undertaking which he 
gave to the conference. 


on the lines of our corporation and 
in view of the vast capital investment in- 
volved, that the co-operation of the USA 
should be sought. 
subsequent s 


I put forward the 

- alee i 
: , under the auspices 
ae see demon, the Colonial 
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CLARIFICATION OF PROPOSALS 


With regard to the other proposals I have 
put forward, I have gained the impression that 
they ‘have been misunderstood—possibly with 
some justification from the words that I 
employed—as contemplating a far more cut 
and dried plan than I had in mind. In view 
of this, it is possibly desirable that I should 
try to make rather more clear what I was 
actually proposing, 


I contemplated: that when the facts as to” 
the basic food and raw materials had been 
ascertained and the production potential of 
the sterling Commonwealth and Empire 
examined, consideration would be given to 
what is the most urgent and promising field 
in which to make a start. After a decision 
had been reached the procedure I visualised 
was as follows: 


Assuming that a raw. material was under 
consideration, probably the area of operation 
would be in one or more parts of the Empire. 
In that case the UK Government and the 

overnment (if any) of any other part of the 

mpire interested in the increased production 
of the raw material would jointly approach the 
government or governments of the territor 
where the development was contemplat 
with a view to considering the action that 
might be taken. The government concerned 
would also get in touch with the industry or 
industries requiring the raw material, with 3 
view to their co-operation. The. interested 
parties would then proceed to formulate plans, 
possibly using the working party I have earlier 
suggested. 


In these plans the respective parts of the 
Government and private industry would be 
defined. For example, governments or their 
agencies would have to assume responsibility 
for transport, harbour improvements, power, 
housing and social amenities. Private indus- 
try would have to assume responsibility for 
factories, machinery, equipment and actual 
production. The expenditure involved in the 
proposals would be estimated and the assist- 
ance of the Commonwealth Finance Corpora- 
tion would be available to enable private 
enterprise to carry out the task. 


The financial co-operation, if necessary, of 
the World Bank and other sources in the 
USA would be contemplated and the 
approach would be by the UK Government 
or the UK Government jointly with the other 
governments concerned or by the Common- 
wealth Finance Corporation. 


From the press I understand that a meet- 
ing of representatives of Comrnonwealth and 
Empire countries is to take place in Australia 
early in the New Year, to consider the finan- 
cial and economic position. This meeting 
will afford an opportunity for a new and 
more imaginative approach to the vital 
problems that face us. 


It is my earnest hope that advantage will 
be taken of it. 


In conclusion, I desire to express to my 
fellow directors my deep appreciation of the 
patience, tolerance and help they have 
extended to me during the past year. I have 
to make this statement to you annually, but 
I can assure you that it is with the utmost 
sincerity that I make it, because my task as 
chairman would be quite impossible without 
that ever-willing help my co-directors afford 
to me. 


Kine weeks so Siete we Ors to Mr- 
Nelson, our manager, whose unweary- 
inte eflorts Sad acuity have been of the 
greatest service to the Corporation. I also 
extend, on behalf of myself and my colleagues, 
our grateful thanks to Mr Nelson $ small but, 
I venture to suggest, increasingly compexent 
oe very great efforts in the interests 
of ‘ 

The report and accounts were adopted. 

The retiring directors, the Rt Hon 
Viscount Bruce of Melbourne, PC, CH, MC, 
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FRS, and Sir Findlater Stewart, GCB, 
GCIE, CSI, were re-elected; the remunera- 
tion of the auditors was duly fixed ; and the 
proceedings terminated with a cordial vote of 
thanks to the chairman for his conduct of the 
meeting. 


J. WHITTINGHAM & SONS 
IIMITED 


ACQUISITION OF NEW SUBSIDIARIES 


The twentieth annual general meeting of 
}. oo & Sons, Limited, was held 
on September 23rd at Bradford, Mr L. C. 
Taussig (Chairman and Managing Director) 
pres: ding. 


e following is an extract from his circu- 


lated statement : 


The net profit of the company and the 
wholly owned subsidiary, Albion Warehous- 
ing Co., Limited, for the year to March 
31, 1953, after charging all expenses, but 
before taxation, amounted to £423,449. 
U nited Kingdom taxation absorbed £224,652, 
leaving a net surplus for the year of 4,198,797. 
These figures do not include anything from 
our new subsidiaries, to which I will refer 
in a later paragraph. 

In view of ‘the satisfactory earnings for the 
year, the directors, having paid an interim 
dividend of 84 per cent, less tax, upon the 
“A” Ordinary shares in June, 1952, decided 
to pay a further dividend on the “A” 
Ordinary shares at the rate of 11} per cent, 
less tax, making 20 per cent for the year, 
compared with the forecast of 17 per cent. 
The holders of the “ B ” Ordinary shares re- 
ceived the appropriate proportionate rate. 
Aftet providing for. the dividends. I have 
enumerated and for transfers of £75,000 to a 
reserve for contingencies, and £100,000 to 
general reserve, there remains a balance to 
be carried forward on profit and loss account 
of £229,820. 


I am particularly happy to report that in 
February of this year, shortly before the end 
of our financial ‘year, we acquired the whole 
of the share capital of the old-established and 
well-known business of H. Haigh and 
Ce., Limited, wool merchants and top- 
makers, of Bradford, with their wholly 
owned subsidiary, Moorlands Combing Co. 
(Birkenshaw), Limited, of Birkenshaw, near 
Bradford. The latter company owns and 
operates a wool-combing plant which is 
being advantageously employed for the bene- 
fit of both the principal businesses and also 
being gradually expanded. By reason of this 
purchase our imvestments have been 
increased by £357,000, but the profit-earning 
record of H. Haigh and Co., Limited 
over Many years is an admirable one and 
your directors are confident that their furure 
earnings will provide a valuable contribution 
te the profits of your company. Since June 
30, 1952, their profits have continued to be 
satisfactory. Accounts for the r to —_ 
36, 1952, of H. Haigh and Co., Limited; 
its subsidiary, Moorlands toate . 
(Birkenshaw), Limited, show a net profit for 
the year of £154,485 before charging taxation. 


Arrangements are approaching completion 
for the acquisition of two further and smaller 
subsidiary companies, both of which are 
engaged in businesses similar to our own. 

The consolidated balance sheet of the J. 
Whittingham & Sons shows a sound 
financial position, the capital and reserves 
aggicgating £1,658,209 as against the. issued 
capital of £750,000. Poems the current 
assets the stocks G wool in 
ing) amount to £2 


at prices showing a reasonable profit margin. 


Since the end of the financial. year our 
turnover has been well maintained. 


The report was adopted. 


THE GREAT UNIVE RSAL Ss TORES 








LIMITED 


PREVIOUS RECORDS ies 
MR ISAAC WOLFSON’S REVIEW 


The thirty-fifth ordinary general meeting 
of The Great Universal Stores, Limited, 
was held on September 22nd, in London, 
Mr Isaac Wolfson, chairman and managing 
director, presiding. 


The following is an extract from his state- 
ment circulated with the report and accounts 
for the year to March 31, 1933: 


The year under review has again been a 
record one. 


HOME TRADE CONDITIONS 
DURING YEAR 


As to trading conditions during the year 
under review, at home, greater freedom has 
been given to manufacturers to produce 
goods of their own design and at prices 
which previously had been subject to certain 
restricions. This has provided a greater 
degree of flexibility in merchandising 
problems and has enabled the public in 
general to obtain a larger variety of goods in 
many cases at: better values than hitherto. 


Merchandise prices and the flow of $ 
have remained at a more constant level, and 
we have not had to contend with the large 
reductions in commodity prices which were 
encountered during the previous year. 


As against this, and despite relatively full 
industrial employment throughout the 
country, there is not the surplus spending 
power which has been evident in the last few 
years and there has been increasing compe- 
tition. This is all to. the good, for healthy 
competition is better for industry and the 
customer alike. 


The retail turnover achieved in the United 
Kingdom was again a record in the history 
of the group, and has accordingly 
strengthened our buying power. This, 
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GROUP PROFIT, APPROPRIATIONS AND NET ASSET POSITION 
FOR THE YEAR ENDED MARCH 31, 1953 
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together with the su of our suppliers, 
has enabled us to give to the public even 
better quality and vaiue which I am confi- 
a saaes will in turn bring to us steadily increas- 


_ EXPANSION IN CANADA AND USA 


Overseas, our a aries have 
had a more successful ans con- 
tinued at a higher am pleased 
to state that turnover increased a no less than 
22 per cent in relation to the previous year. 
Profits earned have also increased. 


As you well know, the Group has over 
= ng aoe years carried out ses suc- 
icy of rey onan in United 
It is my firm opinion that a great 
opportunity = — ig sy up a com- 
mentary perha rger business in 
Canada and in the United ee based upon 
our proven trading methods in this country, 
but coupled with resident management with 
full knowledge of local conditions. I feel that 
= is of such im = that I intend to 
vote a larger part of my time to this pro- 
ject in order to ensure ie ore of develop- 
ment which I have in 


I have every confidence that our trade ex- 
pansion in these great countries will not only 
add to our ts but will also’ increase our 
exports of British-made Tam also: 

leased to tell you that I have made adequate 
nancial to ensure that the 


above programme is carried through over the 
next few years. 


In conclusion, I am pleased to state that 
the turnover and profit of the Group for the 
current year to date are im excess of the same 
period last year. 


The report and accounts were adopted. 
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- UNITED ‘DAIRIES LIMITED 


TOTAL RESERVES EXCEED £10 MILLION 
A BETTER YEAR FOR MILK PRODUCTION 


CONTINUED RISE IN COSTS 


SUCCESS OF “ VAC-PAC” FOR FOODSTUEFS 


MR LEONARD MAGGS’S REVIEW 


The thirty-eighth annual ral meetin 
of the members of United Dairies Limit 
was held on September 18th at the Connaught 
Rooms, Great Queen Street, London, W.C., 
Mr Leonard Maggs (chairman and manager 
director), presiding. 

Tite secretary (Mr Ernest Evanson, ASAA) 
read the notice convening the meeting and 
the report of the auditors. 


The following is the statement by the chair- 
man to the members which had been. circu- 
lated with the report and accounts for the year 
ended March 31, 1953, and was taken as 


read: 


Once again I am circu — my remarks 
with the directors” report accounts for 
the benefit of those members who are unable 
to attend the annual general meeting on 
September 18th. 


As the consolidated statements published 
give a clear and concise picture of the financial 
position of the whole group, I do not think 
the accounts call fer much comment. 


As mentioned in my statement last year, 
there was written off in the accounts for that 
year the balance standing in the books of sub- 
sidiary companies in respect to plant and 
machinery, fixtures,.... fittings, — transport 
vehicles, churns, rail tanks, etc., which were 
acquired prior to March 31, 1945. These 
assets, the value of which at cost, less depre- 
ciation, was £941,050 at. March 31, 1945, 
have been eliminated from the accounts for 
the year under review, although many of 
them are still in use in the subsidiary 
companies. 


PROVISIONS 


£1,502,268 for taxation. 


This amount, which is provided in con- 
formity with the latest Fimance Act, takes into 
account an adjustment m respect to excess 
profits tax, for which the group's liability has 
now been agreed with the taxation authorities. 


Although provision. for Schedule “.D-” tax 
this year is at 9s. in the pound, against 9s. 6d. 
during the previous year, the present rates of 
taxation are still very high, and quite dispro- 
porcenens to the balance of apa left ~ 
other purposes, including replacement o 
assets, as well as payment of. dividends. I 
hope the day is not far distant when sub- 
stantial economies in the running of the coun- 
try can be effected so that there can be some 
material alleviation of the present burdeg of 
taxation On industry. 


RESERVES 


The following are the reserves of the group 
at March 31, 1953: ° 


The share premium account £5,814 
Capital reserves : 
neral eserve «02.2... £154,548 
Profits, sone Soehen, on reali- 
Ppopercies ae Se £184,236 
sidiary companies ... £99,582 
Revenue Reserves : : : 


Insurance fund ............... 


ce £100,000 
reciation not required 


on properties sold ......... £49,411 
Future income tax ......... £1,574,603 

Profit and loss appropria- 
HOM AaCCOUMIS .......4...... £4,095 ,426 
£10,263,620 


These reserves are after dealing with the 
provision for deferred repairs in the manner 
set out under that heading below. 


The total of the reserves at March 31, 
1952, was £7,855,075. 


Consequent upon agreement of the group’s 
liability to excess profits tax the postwar 
refunds to the companies treated as a group 
for this tax have been agreed with the taxa- 
tion authorities. These are in the aggregate 
£154,548 after deducting income tax, and 
this amount, as you will notice, has been 
included in the accounts of the group as a 
capital reserve. 


DEFERRED REPAIRS 


As I forecast in my statement last year, 


‘agreement has been reached regarding our 


claims in respect to deferred repairs in rela- 
tion to excess profits tax. In the main all 
repaits to buildings, plant and machinery that 
had to be deferred during the period of 
excess profits tax have now been carried out. 
The cost of these repairs during the six 
years ended March 31, 1953, has been 
charged. against current trading, and not 
against the provision made for deferred 
repairs. This provision, amounting to 
£1,132,203, is therefore no longer required, 
and hasebeen written back and brought into 
credit in the appropriation accounts of the 
subsidiary companies concerned, 


There has been taken to general reserve 
in the subsidiary companies’ accounts 
£750,000, and the balance of £382,203 
becomes an addition to the undistributed 
profits Of the subsidiary companies. 


WORKING CAPITAL 


The issued capital does not represent the 
capital actually employed in the business. 
The total capital and surplus as shown in 
the group balance sheet is £18,598,820, of 
which the issued capital represents 
£8,335,200. More and more capital becomes 
necessary to run the business. Owing to 
higher. prices greater amounts are needed 
now than before the war to finance stocks. 
The value of stocks at March 31, 1953, was 

4,104,769 ; at March 31, 1939, it was only 

,057—and this despite the fact that in 
1939 we had to finance the whole of our 
stocks, whereas today the Ministry of Food 
purchases the bulk of our manufacture of 
milk products almost as soon as. made. It 
will be readily. realised that increased work- 
ing capital will be required to finance stocks 
to be marketed oyer a period, if and when 
the Ministry of Food-ceases trading. 

In addition, owing to inflated prices our 
accumula depreciation funds, although 
greatly in excess of the amounts allowed for 


taxation by the Inland Revenue, are insiffi- 
cient to meet the cost of new equipment, and 
the balance has to be found from retained 
revenue. 


_ These considerations influenced our deci- 
sion to leave with the subsidiary companies 
as working capital the amount of the pro- 
vision for deferred repairs not used for the 
purpose for which it was made. 


COSTS AND PROFITS 


During the year under review costs have 
conunued to rise. After representations from 
the trade the Ministry of Food has increased 
the margins for services in connection wit’. 
liquid milk to take account of such in- 
creased costs, but always there has been an 
inevitable time-lag, which means that the 
notional target margin of net profit on 
liquid milk which the Ministry of Food 


intends the trade to enjoy is never in practice 


achieved. 


In connection with milk products that are 
acquired by the Ministry of Food, prices are 
fixed retrospectively, and the true weighted 
average manufacturing costs of the industry 
are in the main recovered, and the notional 
margin of profit eventually realised. This 
process naturally involves delay, and the 
latest date to which final prices have béen 
agreed is September 30, 195]. For all manu- 
facture subsequent to that date the prices 
paid by the Ministry of Food have been “on 
account” prices: these will be subject. to 
adjustment when final prices can be 
negotiated. 


MILK SUPPLIES 


The year under review turned out 4 better 
year for milk production than the« previous 
year. Although one hesitates to make 
prophecies, with the present trend of pro- 
duction and the diminishing sales of liquid 
milk there seems unlikely to be any serious 
gap between supplies and requirements 
of milk for liquid consumption during 
the Jower-production months immediately 
ahead 


The decline in the sales of liquid milk 
which I mentioned last year continues, no 
doubt due to a combination of factors— 
higher consumer prices, and the greater avail- 
ability of other foods. Admittedly, the price 
of milk has increased considerably since 
before the war, but not, I think, dispropor- 
tionately to the increase in the prices of other 
basic foods. The prices payable to wholesale 
milk producers are about three times. as 
great as those paid in 1938-39, while the 
retail price of milk is less than double what 
it was then. I estimate that the margin left 
for distribution has risen during the same 
period by about 25 per cent, 


SEASONAL PRICES TO CONSUMERS 


Since the close of the year under review 
the Ministry decided to revert to seasonal 


reduced the price during May and June of 
this year by 4d. per with increases 
subsequent months, The reduction 




























had little or no effect on consumption, but 
undoubtedly the subsequent increases are 
arousing consumer resistance. 


Tr will be realised that sales under the 
“ Milk-in-Schools” Scheme and the National 
Milk Scheme are not affected by alterations 
in price. Deliveries under these schemes in 
Engiand and Wales are, I éstimate, about 
14-15 per cent of the liquid consumption. 


A SATISFACTORY MANUFACTURING YEAR 


‘he higher production and: the lower off- 
take of liquid milk left more for manufac- 
ture during the year under review, and of 
this we had a reasonable share, thus enjoying 
a satisfactory manufacturing year. 


Since the close of that year, on account of 
increasing quantities of milk available for 
purposes other than liquid consumption, the 
Minister of Food permitted from April Ist 
the manufacture and sale of cream, including 
(for the first time since before the war) 
tinned sterilised cream—there being now no 
shortage of tinplate. Owing to the relatively 
high price that has to be paid for milk for 
manufacture into cream the prices at which 
we are having to sell cream are also neces- 
sarily high, with the result that sales of fresh 
cream and clotted cream are much below 
pre- -war ievel. The demand for tinned cream, 
however, has been substantial, due, no doubt, 
to its absence from-the market for so long, 
and our brand, “Diploma,” is selling freely 

throughout the country. 


ENGINEERING AND TRANSPORT 
COMPANIES 


The U.D. Engineering Company, Limited, 
continues to make steady progress in 

ing modern machinery a the dairy and 
other industries to meet the high standards 
demanded at home and overseas. 


fn this connection it is of interest to record 
ze that our central laboratory is. rendering in- 
valuable assistance to our engineers by carry- 
img out research work on the deve t 
of new machines. 


In spite of sevére competition at home and 

abs road, J am happy to be able to report a 

thy order book for our engineering 
ompany. 

During the year the Dairy Supply Com- 
pany, Limited, has introduced improved types 

milk churns and bottle crates. 
have been very well received by the 
trade beth at home and abroad, and the 
dk ene for them, and for other equipment 
hich this subsidiary manufactures, steadily 
creases, 

” weal Transport, Limited, in addition 
to work for other subsidiary companies, con 
tinues to expand its business of building and 
mounting special bodies and equipment for 
vehicles of all kinds for commercial and 
Government undertakings. 

This company has been assisting in the 
development of electrically propelled vehicles 
for milk distribution, in view of the substitu- 
tion of electricity for horses in. retail milk 
delivery. 

We heard with relief of the decision to 
exempt vehicles of this type from purchase 


tax. 


£ 
Gi 


AN UNIQUE DEVELOPMENT 


As a result of the inventive ingenuity of 
one of our staff, we have 
for vacuum- 





world, which chey are-doing under the rac 


name “ Vac-Pac.” 


It will be (interest to you 26 Know that : 
t wi ° Me Lf 


bean het bios na 


the pack, and ‘he tant oad. 


much of the food ‘for 
Everest expedition, 
rations for the final 
packed in “ Vac-Pac “ by our 
pany, Wilts United Dries, 
lightness of 
in which it preserved the various foodstuffs, 
undoubtedly were contributory factors to *. 
success of the expedition. 


OVERSEAS INTERESTS 


Australia—I am glad to be able to report i 
that the erection and equipping of our new — 


factory, which have taken so much longer 
than we first envisaged, are now in their final 
stages. It is expected that it will begin to 
operate during the next milk-manufacturing 
season in Australia, which, of course, is dur- 
ing our coming winter, and that we shall then 
see some return from the investment. 


New Zealand—Again our subsidiary com 
pany has had a good aes tatiana 


a satisfactory profit, Extensions are at . 


present being carried out with a view te 
expanding production. 


FAVOURABLE INDICATIONS 


than expected. Every 
to those who helped to — 
but adventitious factors, such as 
tial increase in milk production 
the factories busier than usual, 
large extent responsible. : 


Indications of present trading results are 
favourable, but as we ate faced with — 
increase in wage rates in the industry, and 
as other costs continue to increase, it would 
be unwise of me to attempt a of 
the results for the year ending March, 1954. 


DIRECTORATE 


Mr J. H. Maggs is the only remaining 
member of the board who was appointed on 
the formation of the company in 1915. 
Under the memorandum and Articles of 


Association he was not required to retire 
by rotation. 


Mr J. H. Maggs was chairman of the 
company for twenty years, vacating that ‘obicg 
in 1942, and to his firm guidance the 
strength of the 
is highly desirable that i 
and wise counsel be 
company. 


~ APPRECIATION OF STAFF 
On your behalf I should like to 
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IMPORTANCE OF FXFORT ORDERS 


- “HIGH LEVEL OF ACTIVITY 


MR D. F. CAMPBELL’S STATEMENT 


The eightieth anual genera} meeting of 
Davy and United Engineering Company, 
Limited, will be hel on October 9th. at the 
Royal Vietoria oly Shella es 

The following is the statement to be made 
by the chairman, Mr D. F.. Campbell : 

1 do not propose in this }tatement to com- 
ment on the details of thet \accquia. Such 
ems as call for special attention are already 
referred to in the directors’ report.’ 

RETIREMENTS ROM THE BOARD 


I would, however, like to refer at the outset 
io the retirement of Mr E. J. Fox from the 
board. Mr Fox became chair of the 
company in 1934 when industry gencrally was 
passing through a peried of acute difficulry, 
and much of the credit is due to 
the corapany’s emergence from that 
He has been associated with the company, 
either as chairman or director, for 
and members will undoubtedly 
express their gratitude to bim. 

The retirement of Mr K. C. Gardner.on 
December 31st last was a matter of great 
regret to his colleagues. He has been a 
director for 16° Years, and his wise 
and personal imterest im the development of 
your company have been of immeasurable 
value. On your behalf, I offer him also our 
grateful thanks for all he has done. ‘ 


REASONS FOR LOWER PROFITS 


This year’s. profits are lower than last year, 
but, in reviewing the company’s results from 
year to year, I have em ised, on several 
occasions, the way in which they are affected 
by the particular character of our business. A 


each of considerable individual 
We do not normally take credit for the profit 
on any contract in a year’s accounts unless the 


year. Tt follows that your company’s pete 
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tract of any great size had been placed by 
the British steel industry fom about 2} years, 
the industry’s investment programme having 
been devoted during that period mainly to 
blast furnaces, coke ovens and other plant 
which your company does not make. 


RECENT CONTRACTS 


However, I am glad to announce that we 
have, in the last few months, received con- 
tracts for the new cold reduction strip mills 
for the Ebbw Vale works of Richard Thomas 
and Baldwins, Limited, and also for the new 
Velindre works of the Steel Company of 
Wales, Limited, together with ancillary equip- 
ment for the Steel Company's Abbey Works 
at Margam. The work includes two 5-stand 
tandem cold strip mills, together with the 
necessary temper mills, and additions to one 
of the existing tandem mills at Ebbw Vale. 
This work, valued at approximately {4 
million, must be the largest group of rolling 
mill contracts evér placed with a single 
company in Great Britain. 


Stockholders may note that hitherto it has 
been considered necessary to import much of 
this massive strip mill machinery and may 
take pride in the fact that our efforts over 
the years to create capacity in this country 
for the manufacture of such plants have been 
crowned with this measure of success. 


The sugar machinery business of your 
Duncan Stewart subsidiary has continued to 
make good progress and several interesting 
installations were completed during the year. 
Davy and United Roll Foundry at Middles- 
brough have also developed their roll and 
steel castings business and contributed hand- 
somely to group profits. 


FUTURE PROSPECTS 


Viewing the company’s position as a whole, 
stockholders must be prepared in a business 
like this for some ebb and flow of profits. 
Taking all factors into account, your direc- 
tors do not regard the past year as in any way 
unsatisfactory. The fundamental condition 
for our success is that our workshops should 
be kept operating at a high level of activity. 
Over the next two or three years this. seems 
reasonably assured, but on the longer view 
it is clear that we must look increasingly to 
expor:s for our livelihood, Export orders are 
not necessarily léss remunerative than home 
orders, but the -hazards are greater and 
they are often subject to’ international 
influences over which we have no con- 
trol. Increasingly, for instance, the need 
for long-term credit arises, so that skill 
im contracting and collaboration with 
the Goverment in’ national trade policy 
continues to grow in importance. 

If it is true that the big postwar surge of 

for rolling mill equipment is now 
approaching its end, it is equally true that 
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Amer taxpayer, the modern machinery 
prov. has raised the standard of quality 
of flat rolled steel so much that many of the 
older mills have become obsolete. Thereby, 
the market for our products may be further 
stimulated, 


MAINTENANCE OF COMPETITIVE 
EFFICIENCY 


But as engineers and founders, the main- 
tenance of competitive efficiency in the tech- 
nical sense must always be at the root of our 
continued success. The constant process of 
design improvement, the systematic replace- 
ment of obsolete plant and the intensive study 
of methods of utilisation of assets are the 
key to the future of your company and, 
indeed, to the future of British industry as a 
whole. I can assure stockholders that. their 
engineering plants are in a high state of 
modernity and efficiency and that the com- 
pany is staffed and manned by a fine body of 
men and women devoted to its interests, 

The difficulties of export trade, such as 
financial and exchange problems and lengthy 
and ‘complex technical discussions ‘with 
foreign engineers, have placed a heavy burden 
on your managing director and his associates 
in your various works and offices. To all at 
Sheffield, Glasgow and Middlesbrough I 
would, on behalf of the stockholders, express 
thanks and appreciation, 


HACKBRIDGE CABLE 
HOLDINGS LIMITED 


EXCELLENT: RESULTS 


CONSISTENT DIVIDEND RECORD 


The fifth annual general meeting of Hack- 
bridge Cable Holdings Limited was held, 
on September 23rd, at 55-56 Pall Mall, 
London, S.W. Mr Claude I. Steen (the 
chairman) presiding. 

The following is the chairman's statement 
which was circulated with the annual report 
and accounts for the year ended March 31, 
1953, and was taken as read: 


The accounts now before you disclose, as 
I am sure you will agree, very satisfactory 
trading results; in fact, they constitute a 
record for the group. 


CONSOLIDATED TRADING RESULTS 


The net profit of the trading subsidiaries 
before charging depreciation was £453,544, 
compared with £214,374—an increase of 
£239,170. 

The charge for depreciation is £50,190 and 
the provision for taxation is £246,047. After 
providing for these items the net profit is 
£157,307. 


DIVIDEND AND RESERVES 


The amount available for dividend and 
reserves shows a net increase of some £70,000 
over the corresponding figure in last year’s 
accounts. ‘Consequently, your directors, after 
careful study of the group’s requirements, 
have decided to recommend that the final 
dividend for the year under review be 12} per 
cent, less tax, which, with the interim divi- 
dend of 7} per cent, less tax, paid in January, 
makes a total of 20 per cent for the year— 
the rate paid consistently each year since the 
mcorporation of the company. After charging 
this dividend, the revenue reserves in the 
hands of the group, quite apart from the pro- 
visions for future taxation, have now reached 
the satisfactory os pol of £230,000, an increase 
during the year appsoximately £100,000. 











OUTLOOK FOR THE FUTURE 


As many important buyers are, for the 
present, restricting their purchases to a mini- 
mum, we-de not expect in the current year 
to reach the figures for 1952-53, but, as the 
demand for our products must expand, your 
directors look forward to the future with 
confidence and enthusiasm. 


STAFF CO-OPERATION 


Needless to say, the loyalty and co-opera- 
tion of all employees has played an important 
part in bringing about the gratifying results 
which are now before you. I am sure you 
would again like me to express on your > 
as well as on behalf of my colleagues on the 
board and myself, our sincere appreciation of 
their ¢fforts. 


The report and accounts were unanimously 
adopted and the final dividend of 124 per 
cent, less income tax, making 20 per cent, less 
income tax, for the year, was approved, 


The retiring director, Mr Ernest William 
Farr, was re-elected, and the other formal 
business having been duly transacted, the 
proceedings terminated with a hearty vote of 
thanks to the chairman. 


A. C. COSSOR 


PROPOSED CAPITAL INCREASE 


The fifteenth annual general meeting of 
A. C. Cossor, Limited, was held on Septem- 
23rd in London, the Rt Hon Lord 
urghley, KCMG, LLD (the chairman), 
presiding. 
The following is an extract from his circu- 
lated statement : 


The background of the year’s operations 
was a further large increase in the turnover 
of the Group, from some £5) million to 
neatly £74 mullion Gneluding some {15 
mullion of exports). This increase in turnover 
was not, however, accompanied by a cor- 
responding increase in profit. Government, 
contracts, largely in connection with the re- 
armament programme, accounted for a con- 
siderable part of the increase. Our sales of 
television receivers were marked by increasing 
SURZOESS. 

The net Group profit on trading was lower 
at £294,132 than the previous year’s figure of 
j 352, 768. No less a sum than £205,200 has 
had to be provided for income tax, profits tax 
end excess profits levy. 


Prospects for the current year ‘appear 
reasonably good, and we shall be disappointed 
if we do not do at least as well as last year. 


I now come to the proposal to increase the 
ordinary share capital. That your business is 
in need of further capital is, I think, self- 
evident. The object of asking you to create 
a further 24 million ordinary shares of 5s. 
each isto enable your directors to issue 
further shares as and when a favourable 
occasion may present itself, 


The report was adopted and the dividend 
of 10 per cent approved. 


The proposed imcrease of the company’s 
capital to £1,750,000 by the creation of a 
further 2,500,000 ordinary shares of 5s. each 
was approved. 
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Orders and copy for the insertion of 
Company Meeting reports must reach 
this office not later than Wednesday of 
each week and should be addressed to: 
The Reporting Manager, 
The Economist, 
22 Ryder Street, $.W.1. 


ASPRO LIMITED 


HOME SALES TURNOVER AN ALL- 
TIME RECORD 


The eighteenth annual general 
Aspro Limited was held on 
at 46 Berkeley 
Maurice A. 
presiding. 


The following is an extract from his 
circulated statement: 


You will, I am sure, oe rae 
that this year’s group ng 
shown an a increase on last year’s 
and after providing for directors’ 


remunera- 
tion and depreciation it rose from £585,321 
to £701,245. 


The amount available in the parent com- 


ember 
Street, » We 
icholas, the chairrnan, 


pany for distribution this year is fs £175,158, 
forward 


to which is added £41,159 carried 
from last year, totalling £216,317. We have 
already paid £14,610 for dividend 
and £39,375 for the interim Ordinary divi- 
dend, and your directors now propose to 
allocate £41,861 to general reserve and 
£10,000 to the staff contingencies reserve, 
both of Aspro Limited, and to recommend a 
final dividend of 20 per cent less income tax 
on the Ordinary stock, amounting to £55,000. 
The balance of profit and loss account carried current 


forward will be £55,471, as against £41,159 
last year. 


Following the acquisition of the minority 


interest in our South African eae 
Nicholas (South Africa) (Proprietary), 


Limited, to which I referred in my statement eff 


to the stockholders last year, this company 
went into voluntary liquidation. This wind- 
ing-up has resulted in the conversion of what 
had been undistributed profits of the group 
to the extent of £295,377 into a capital profit. 


GROUP’S FINANCIAL POSITION 


A concentrated view of the group’s finan- 
cial position as a whele, condensed from the 
consolidated balance sheet, is as follows: 


NET ASSETS 














£ £ 
Current assets. ike . 2,037,433 
Less: Current liabilities a6 eabaneis 1,018,481 
Net current assets........005 1,018,952 
Property and plant ............. 679,07T 
Trade marks, patents, and goodwill 1,045,393 
£2,743,422 
Represented by: 
Preference capital CORO eee eee eee 500,000 
Ordinary capital eeeeseee eeeeoess 500,000 
1,000,000 
Total capital PSSST VES . . cacdecacce 553,360 
Total reventie reserves ........005 1,095,995 


Minority shareholders’ interest in 
subsidiary corapanies 


+s ee ew ee 


£2,743,422 





Stockholders will also be pleased to note 


the steady improvement in the net asset value . 


Our cash position has improved appre- 
ciably and this is mainly due to isco | 
group sales and the resultant increased profit: 
together with a reduction of inventory 
In my report last year I 
watching our stocks and 

du as we consider 
taining high inventories 


¥ 


il 
; 


i 
a 
fea 


i 






















is eae 


26, 1953 


SATISFACTORY RESUL LTS 


of ta wneel cited al aw. Tatry and 


ee Septem 
in . 


Fykwaed Vlanoery, Bart., the 


ig presided, sui Silad to une 
ea to note 

for the a was only 
slightly down sae total for 1951-52, which 
in the company’s history —~an 

which must be regarded as very 
indeed in, view of the continued 
into the Union of 
As far as the outlock for the 
concerned, it is difficult to 
results will be, for we are 


keen competitive trading, 
‘tendency for sales to fall. 
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The net profit for 
against £64,886 last 
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The ordinary share capital now 
ranks for ie full year’s dividend, and the 
board ee pleasure ~ os the 
payment of a dividend per cent, and, in 
ect, shareholders will thus receive a slightly 
better return than the 20 per cent paid last 
year on the:smaller capital. - 


The report was adopted. 





GEO. BASSETT & 
COMPANY, LIMITED 


FAVOURABLE PORTENTS 


ing of, Geo. Bassett & Company, Lime. 
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The is an extract from his circu- 
———— nt foe the year ened March 31, 

Our trading trading profit was practically the same 
ste tan 


ious year arid we recommend 
Sar of 174 per cent, 


cent the year, 
of the year was the 


rationing and price 





| Februar ee nen 

101 on manul was to in- 

tensify the sellers’ market, So long 4s 

consumers were elective, and sin — 
- : 

ine to “ificult to 









of 
in- 
as 
eek 
rms 
t £0 
our 
ess 
on- 
on 
the 
oo 
joy. 
an- 
ity, 
uch 
this 
ute 





